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MINIMUM WAGES FOR PUERTO RICO AND THE VIRGIN 
ISLANDS 


THURSDAY, DECEMBER 1, 1955 


Untrep States House or REPRESENTATIVES, 
CoMMITTEE ON EpucatIon AND Laszor, 
San Juan, P. R. 

The committee met at 10:25 a. m., pursuant to call, in the auditorium 
of the School of Tropical Medicine, Hon. Graham A. Barden (chair- 
man) presiding. 

Present: Representatives Barden, Powell, Metcalf, Green, Zelenko, 
Smith, Kearns, Velde, Bosch, and Coon. 


Present also: A. Ferndés-Isern, Resident Commissioner, Common- 
wealth of Puerto Rico. 


Present also: John O. Graham, minority clerk ; Edward A. McCabe, 


general counsel; Russell C. Derrickson, chief investigator, Commit- 
tee on Education and Labor. 


Chairman Barpgen. The committee will come to order. 


We will make House Resolution 154, as amended, a part of the 
printed record here. 


(The resolution referred to follows:) 


[H. Res. 154, 84th Cong., 1st sess.] 
RESOLUTION 


Resolved, That the Committee on Education and Labor, effective from Janu- 
ary 3, 1955, acting as a whole or by subcommittee, is authorized and directed to 
conduct a full and complete study and investigation of all matters— 

(1) relating to employee health, welfare, and pension plans; 
(2) relating to the question of Federal aid to school construction; and 
(3) relating to education and labor generally : 
Provided, That the committee shall not undertake any investigation of any 
subject which is being investigated by any other committee of the House. 

For the purposes of such investigations and studies the committee, or any 
subcommittee thereof, is authorized to sit and act during the present Congress 
at such times and places within the United States, its Territories and 
possessions, and the Commonwealth of Puerto Rico, whether the House is in 
session, has recessed, or has adjourned, to hold such hearings, and to require by 
subpena or otherwise the attendance and testimony of such witnesses and the 
production of such books, records, correspondence, memoranda, papers, and docu- 
ments as it deems necessary. Subpenas shall be issued only over the signature 
of the chairman of the committee or a member of the committee designated by 
him; they may be served by any person designated by such chairman or 
member. The chairman of the committee or any member thereof may admin- 
ister oaths to witnesses. 

The committee may report to the House of Representatives from time to 
time during the present Congress the results of its studies and investigations, 
with such recommendations for legislation or otherwise as the committee deems 
desirable. Any report submitted when the House is not in session shall be 
filed with the Clerk of the House. 
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Chairman Barpven. This will be the first formal session of the 
committee. 

I think it might be well at this time to express the thanks of the com- 
mittee for the very cordial and helpful reception given to us by the 
people of Puerto Rico. 

Of course, the United States Congress and the people stateside are 
tremendously interested in Puerto Rico. The Education and Labor 
Committee is charged with handling legislation dealing with educa- 
tion and labor both in Puerto Rico and in the States. We have come to 
see, to hear, and to inquire into existing conditions. 

We aim to help, to cooperate with Puerto Rico for the ultimate 
benefit of the people of Puerto Rico and of the States. 

At this point I must say something that I hope will be well accepted 
by the press and the photographers. 

I must ask that you complete your pictures as quickly as possible 
because it is not the practice of the committee to function while cam- 
eras are clicking and pictures are being made. So I suggest that you 
burn all your powder now. 

I will also make this request, as far as taking pictures of the wit- 
nesses is concerned : I request that if pictures are to be made, that they 
be made at the beginning—before he starts his testimony. Otherwise 
I fear that it might interfere considerably with our procedure. 

I believe the first witness is Mr. Oliveras. 

Mr. Oliveras, would you state your name, the organization for 
which you appear, or your position ? 


STATEMENT OF CANDIDO OLIVERAS, CHAIRMAN, PUERTO RICO 
PLANNING BOARD 


Mr. Ottveras. My name is Candido Oliveras. My present position 
is chairman of the Puerto Rico Planning Board, it formerly I di- 
rected the planning board’s bureau of economics and statistics. I 
also served in the past as chairman of the minimum wage board of 
Puerto Rico, and am currently a member of special industry com- 
mittees No. 18A, B, C, and D, organized in accordance with the Fair 
Labor Standards Act. 

I have been asked to summarize for this committee some of the more 
important aspects of the Commonwealth’s economy. Much has been 
said and written in recent years about the achievements of the eco- 
nomic development program and I want to discuss this program in 
some detail in a few minutes. But I would first like to outline some of 
the basic economic disadvantages which made a Government-fostered 
industrial development program so necessary in the first place, and 
which today still threaten to bar our way to full employment and 
decent living conditions for the entire population. 

In many of the areas of the world undergoing development, min- 
eral or other resources are awaiting development. Outside of com- 
mon limestone, a possible deposit of a million tons of iron ore and 
some marble and clay, Puerto Rico possesses no important mineral 
resources. Unlike many other countries, Puerto Rico has very little 
land for cultivation relative to the size of its population. In 1954 
the number of acres of cultivated land per capita amounted to only 
0.4 acres, compared with 2.7 acres per capita in the United States. 
Similarly, the number of acres per individual employed in agricul- 
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ture was 5.1 while in the United States the corresponding ratio was 
55 acres per agricultural worker. 

A further difficulty faced by Puerto Rico in its attempt to raise 
its standard of living is attributable to the lack of a sufficient local 
market for the creation of efficient size units of production in many 
iines of endeavor. The local market for consumer goods consists of 
2,200,000 persons with relatively low incomes. Since the size of a 
market is not only a function of population but also of purchasing 

ower, the low income level of Puerto Rico hampers the creation of 
ocal industry still further. The per capita income of Puerto Rico is 
only one-fourth of the United States average. 

The lack of a skilled labor force is another factor which tends to 
hold back development since the lower level of productivity largely 
offsets the wage differential. As recently as 1940 approximately 45 
percent of total employment was in agricultural operations, and an 
additional 21 percent was in relatively inefficient trade and service 
activities. Skills which are created in manufacturing operations were 
practically nonexistent because of the lack of industry to train workers. 

The lack of mineral resources, cultivable land, extensive local mar- 
ket, and skilled labor may be looked upon as static problems. In addi- 
tion, there are dynamic factors which are creating new problems. 
They are (1) increasing population, (2) increasing labor force, and 
(3) the need for constantly advancing productivity imposed by main- 
land competition. 

With regard to the development of population in Puerto Rico, the 
changes in the death rate in the last 25 years have been dramatic. For 
example, in 1930 the death rate was 20.6 per thousand. By 1940 it 
had dropped slightly to 18.4 per thousand, and it is currently at a new 
low of 7.2 per thousand, several points below that of the United States 
death rate of 9.6 per thousand in 1953. 

While the death rate has been rapidly declining, the high birth 
rate was reduced very little. The birth rate fell from 40 per thousand 
in 1940 to 34.5 per thousand in 1954, resulting in a natural increase 
in population amounting to 2.9 percent per annum while in the United 
States the natural increase is only 1.5 percent. 

Asa result of advancing population, the labor force expands rapidly. 
An increase in the rate of population growth tends to have an earlier 
impact on the labor force in Puerto Rico than in the mainland. Par- 
ticipation rates of the younger members of the labor force are high 
because the number of potential members above age 14 in school is 
relatively small compared with the United States. That is in spite 
of increased retention in schools in recent years. In 1953 only 41 
percent of the Puerto Rican age group, 14 to 18, was in school, whereas 
in the United States about 70 percent of this age group was going to 
school and therefore remained outside of the labor force. 

Before family incomes can be raised to a point approaching those of 
the United States, two developments must take place. First, it is 
necessary to expand the economy rapidly enough to create jobs for 
the vast number of unemployed, which today still amount to about 
100,000 or 15 percent of the labor force. I may add at this point that, 
in spite of all efforts, we have not been able to cut down that rate of 
unemployment from 1940 until now. It has been around 14 or 15 
percent in spite of new jobs in manufacturing. Later on I will explain 
the reason for that. 
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Second, wages must increase relatively faster than in the mainland 
for like occupations, and shifts to industries which are more pro- 
ductive must take place. Output per dollar of labor cost will decrease 
relative to the mainland unless the introduction of machinery and 
other measures for increasing productivity is carried out relatively 
more rapidly here than in the mainland. 

In one sense, the possibility of meeting the requirements for rapid 
increases in productivity is not as difficult as it may first appear. 
More efficient methods of production and distribution, already in use 
in other parts of the world, can be introduced and these will eliminate 
the need for marginal workers currently employed in many industries. 
The very process of eliminating certain workers out of the pool of 
employed people in a particular operation tends automatically to 
increase productivity because the least efficient workers are weeded 
out in the process. 

The ability of management to operate will also improve as there 
will be less need to spread the same management over as large a number 
of employees. However, there is constant danger that increased pro- 
ductivity will merely shift the problem to the area of unemployment. 
Thus, it may be possible to raise the income of those whose employ- 
ment is continued under newer conditions of productivity while the 
pool of unemployed grows. 

Another closely related dynamic problem is the competition with 
the lower labor-cost areas of the world. Several factors operate to 
make competition increasingly difficult. First, many of Puerto Rico’s 
exports to the United States market have been possible heretofore be- 
cause of the existence of a tariff wall. In the last few years there has 
been a continual reduction in tariffs, especially if they tend to work 
hardships on the most underdeveloped areas of the world. Second, 
the pressure to raise wage rates in these other countries is not as great 
as it is in Puerto Rico. As you all know, Japanese imports have 
increased greatly during the last few years. 

In order to accomplish the required increase in productivity in 
manufacturing industries and in order to take advantage of differen- 
tials in labor productivity between the mainland and Puerto Rico, 
a constant shifting in the complex of industries will take place. This 
will be especially true in Puerto Rico since industries are not gen- 
erally based upon natural resource advantages. The very shifting of 
the complex of industry creates new pools of unemployment. tx 
proved efficiency in productivity of internal trade and service creates 
more and more unemployment. In the home the introduction of 
home-service equipment tends to displace the domestic servant. Better 
methods of wholesale and retail distribution are continuously bei 
put into operation, and, in turn, result in reduction in the Be 
employees. It takes time to reemploy such displaced workers. 

In addition to the problems discussed above there are those created 
by the nature of the markets. In the case of agriculture the ability to 
reach the mainland markets for perishable products is evita by 
the transportation time or the cost of keeping them fresh. It is neces- 
sary to concentrate on the markets which are located very close to 
the ports of entry to keep transshipments to a minimum. Because of 
perishability of these products the uncertainty of ocean shipping tends 
to add extra costs. Even a day or two delay can affect the price 
obtained for fresh products. 
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It is difficult to compete in markets for products which must be 
standardized high quality and of good appearance, not only because 
of shipping nage rors but also because of the lack of application of the 
latest methods of growing and handling, especially the latter. Many 
kinds of products which are grown in tropical areas are not those 
which are accepted in the mainland markets. Tastes for tropical fruits 
must be cultivated before a mass market can become available in the 
mainland. But capital required for advertising and branding is 
limited. Nor is it possible in many instances to start with the severely 
limited local market and hope for gradual expansion outwardly from 
the area of production. 

In the case of Puerto Rico there are other official limits imposed 
on the marketing of certain agricultural products. Sugar, which is 
the most important agricultural product, is controlled by quotas deter- 
mined by the Congress and by the Secretary of Agriculture. Increased 
Lapa ig & in growing cannot be translated into expanding sugar 
markets. e world market is not open to Puerto Rico. 

In a similar way it is difficult for the industrial segment of Puerto 
Rico’s economy to enter the American market. The opportunity to 
grow gradually by building first a regional monopoly and then spread- 
ing out is extremely limited. As pointed out above, the local market 
is small and the danger of invasion by the more efficient productive 
units on the mainland is always present. 

As United States industry expanded much of its output became 
integrated. The opportunity for the production of small components 
with a high value per unit of weight or volume in Puerto Rico is 
correspondingly limited unless a subsidiary of a major company 
initiates production in the island. While this is a desirable type of 

lant for Puerto Rico since markets are assured and financial strength 
is guaranteed by the parent company, there are many problems. 
Branch plants, some 1,500 miles from the main port of entry, are 
difficult to operate because of problems of scheduling. In the past it 
has been difficult to get top-grade management to come down because 
the operation is small or because of the lack of desire of managers 
to live in Puerto Rico because of language and cultural difficulties. 

Also, capital incentives, either in the form of plants or working 
capital loans from the Puerto Rican Government, do not greatly influ- 
ence the sound, large companies which have no capital shortages. 

There are no natural skills in Puerto Rico which specialized produc- 
tion areas, such as Switzerland, have been able to sapitalios on. 
Finally, because of the lack of contact with mainland markets, it is 
necessary to obtain the type of industry which has an insured main- 
land market. As a result, the opportunity for innovation on the part 
of Puerto Rican industry is limited. 

Until Puerto Rico obtains a well-rounded industrial complex there 
is little opportunity for management to develop naturally within the 
island itself. Management generally must be imported. There are 
essentially two Seen to the importation of management. First, 
there is the possibility of obtaining marginal management. Second, 
there is the danger of blind application of mainland methods and 
standards to Puerto Rico. Cost of training workers is high because 
of the language difficulties. Turnover tends to be high because 
skilled workers are free to move to the mainland. These factors all 

















6 MINIMUM WAGES FOR PUERTO RICO AND VIRGIN ISLANDS 


work toward keeping the efficiency of the worker lower than in the 
United States. 

The ability to develop an industrial complex also suffers from the 
lack of capital. Many of the normal savings which are generated in 
Puerto Rico.are drained off to the mainland because of the representa- 
tion of mainland institutions in Puerto Rico such as the insurance 
companies, United States savings bonds, social security, et cetera. 
Even the financial institutions which may be considered Puerto Rican, 
in that they are organized as Puerto Rican companies, tend to protect 
their financial position by the purchase of United States securities and 
other mainland investments. In addition, the normal capital invest- 
ment which takes place in wealthy families tends to be oriented strong- 
ly toward land instead of industry. It is only in the last few years 
that a few families have considered industrial investments as a de- 
sirable form of capital placement. In order to speed up capital forma- 
tion the Puerto Rican government tries to substitute for private 
enterprise. 

However, capital formation by the Government is recognized as 
less desirable than direct private investment because it will not neces- 
sarily bring successful management and investment funds together. 

I have dealt with the obstacles confronting Puerto Rico’s indus- 
trialization program in some detail. While considerable progress has 
been achieved, it must be kept in mind that most of the difficulties re- 
ferred to above will continue to be with us in the future. Moreover, 
the development goals which the Commonwealth government has 
adopted as targets probably far exceed any achievements which have 
been realized in the past by any other economy in a similar resource 
position. 

The Commonwealth government, faced with the economic circum- 
stances which I have just described, has pursued an aggressive pro- 
gram of economic development aimed at providing employment and 
decent levels of income for all workers. The fundamental strateg 
of this program is to promote the establishment of new industrial 
plants. To this end the Government is building better roads and 
better port facilities. It has established business enterprises to pro- 
vide efficient low-cost power and other public utilities. It has made 
enormous strides in the fields of public health and education. Other 
government corporations were formed to build industrial plants, train 
workers and render technical assistance and financial aid to new in- 
dustries. 

The progress realized to date, largely as an outgrowth of the govern- 
ment’s policy, has been dramatic. In the last 5 years since 1950 net 
income has grown from $659 million to $990 million in fiscal 1955. 
Income of all types generated in manufacturing activities has risen 
from $85 million to $148 million, and roughly a third of the 1955 
total was attributable to firms promoted by the Economic Develop- 
ment Administration. 

One of the most striking changes in recent years has been the de- 
cline in the relative importance of agriculture. In 1940 over 30 per- 
cent of the island total net income originated in agriculture. Today, 
with a net income over four times as great in terms of current dollars, 
agriculture contributes only about 17 percent of the total. 

Coupled with this decline there has been a considerable diversifica- 
tion of agricultural production which reduces the economy’s reliance 
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on sugar. But with the slow introduction of new crops and better 
farming techniques there has also been sharply reduced employment 
in the agricultural sector. In the last 5 years, when the greatest 
strides were being made in creating jobs in manufacturing industries, 
50,000 agricultural workers joined the ranks of the unemployed. 
Agricultural employment dropped from about 214,000 as an average 
<u 1950 to only 164,000 as an average in 1954-55. 

In order to reemploy the farm and other workers who will continue 
to be displaced as productivity is increased throughout the economy, 
as well as to provide work for the 100,000 now unemployed and to ac- 
commodate an expanding labor force, it will be necessary ultimately 
to create over 200,000 additional jobs in manufacturing industries. 
Compared with this goal our industrialization program undertaken by 
the Economic Development Administration has created less than 30,000 
direct manufacturing jobs to date. 

Following the recession-—or, rather, the rolling adjustment as it is 
sometimes called in the mainland—which occurred in the States in 
1954, the expansion program of the Economic Development Adminis- 
tration was virtually halted. In February of 1954 factory employ- 
ment in EDA plants had reached a level of 23,000 compared with 16,000 
a year earlier. But, as a result of the general decline in business con- 
ditions, employment in these plants slid off to less than 20,000 and 
did not recover to the previous level until April of this year. I have 
quoted these data not because a cyclical decline of several thousand 
in employment is of extreme importance in an economy with total un- 
employment of nearly 100,000, but because it represented a significant 
reversal of the upward trend in factory employment which we regard 
as the only long-run solution to unemployment and low incomes in 
Puerto Rico. 

The data also illustrate two characteristics of the Economic De- 
velopment Administration program. First, the marginal position of 
many of the plants which makes them unusually vulnerable to any in- 
tensification of competition in the United States markets, and, second, 
it seems apparent that the effects of improved business conditions in 
the Unite States are not felt immediately by firms in Puerto Rico but 
only after a delay of about 6 months. 

A correspondmig lag has also been noted in terms of new plant 
openings, and this has become a matter of growing concern. In view 
of the unprecedented business conditions prevailing in the mainland 
it was anticipated that the current fiscal year 1956 would be a record 
year for new plant promotions, with the total of new plants expected 
to exceed 100 plants. Compared with this forecast, experience to date 
lias been disappointing, with new plant promotions during the first 
4 months of the fiscal year totaling only 18. 

I mentioned a moment ago that something less than 30,000 new 
manufacturing jobs had been created since the end of World War ITI 
under the Economic Development Administration program. Unfor- 
tunately, these gains have been offset by a corresponding decline in 
employment in the home-needlework industry, so that the net loss 
of agricultural employment has not been absorbed in any of the sectors 
of the economy, and total employment has declined in the last 5 years 
by go omc 60,000 workers. 

The full impact of this decline in employment has not been re- 
flected in terms of increased unemployment because large numbers 
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of our population have migrated and because of increasing school 
enrollment among young men who have reached labor-force age. 
However, industrial job opportunities must continue to expand more 
rapidly than in the past merely to hold the line against rising unem- 

loyment. The Commonwealth government’s objectives, however, go 
Par beyond maintaining unemployment at present levels. These ob- 
jectives are to eliminate unemployment and at the same time raise 
incomes as rapidly as possible. These two objectives come into con- 
flict from time to time, and the conflict comes into sharpest focus in 
connection with the problem now being considered by this committee. 

For practical purposes, minimum-wage rates in Puerto Rico are 
almost equivalent to prevailing rates. Hence unwarranted increases 
in the minimums carry dangerous implications for the future success 
of the government’s objective of full employment. On the other hand, 
warranted increases in wages assist directly in furthering the con- 
current objective of higher incomes and the government has demon- 
strated in the past its eagerness to make such increases. 

That concludes my statement, Mr. Chairman. 

Chairman Barven. Thank you, sir. 

I believe it would be a good idea to call on members of the com- 
mittee who may have some questions to ask. In extending that invita- 
tion, I ask that the committee be as brief as possible. 

Mr. Powell ? 

Mr. Powetu. Mr. Oliveras, do you speak for the administration in 
the Commonwealth ? 

Mr. Outveras. Yes, I do, Mr. Powell. 

Mr. Powetu. Have you any solution to offer this committee for the 
problem that you have just stated, the Commonwealth’s industrial 
problem, and the problem of the many people here earning wages that 
are below a decent standard of living? Have you any solution at all 
to offer that would help us? 

Mr. Ottveras. I may say that the only possible solution that I 
foresee is to give us a flexible procedure of handling wages. Thereby 
we will be able to increase wages in those industries which have the 
ability to pay to the utmost. 

The present committee, for example, has already recommended 
wages of 75 cents per hour immediately for some industries, and $1 
after March 1. In other cases, however, we have not been able to 
recommend a minimum wage as high as that, and, in some instances, 
relatively low minimum wages, because if we had recommended, in 
view of the facts presented before us, a higher minimum that would 
have meant curtailment of employment and throwing out workers 
into unemployment at a time << we cannot do much to solve their 
problem. 

Therefore, my only suggestion would be that a flexible procedure be 
kept with increasing attention being paid to participation of the in- 
dustry committee. They should be making frequent revisions in order 
to catch whatever increased capacity industries may gain to pay 
higher wages. 

fr. Powett. What about those industries operating in the lowest 
wage levels that have made tremendous profits, some of them 400 and 
500 percent per year? How can you attack that through flexibility 
and industry-labor committees ? 
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Mr. Ottveras. I know that some industries are making big profits 
in Puerto Rico, and they should be paying not only the minimum 
wage provided by law but ps Ath Sw higher than that. But in 
that situation the implication is that some of the special industry 
committees have not looked carefully into the facts and have not 
discovered their ability to pay and have not rendered their responsi- 
bility properly. 

Mr. Powe. That is all. 

Chairman Barpen. General Smith ? 

Mr. Smiru. I have no questions at this time. 

Chairman Barpen. Mr. Metcalf? 

Mr. Mercaur. I have no questions, Mr. Chairman. 

Chairman Barpen. Mr. Kearns. 

Mr. Kearns. One thing that rather concerns me is this: The phe- 
nomenal industrial growth here is obvious. But where is the satura- 
tion point on this? Where are you going to get your manpower one 
of these days ? 

Mr. Ouiveras. I agree with you that, compared to previous ad- 
vances, the increase in manufacturing in recent years has been phe- 
nomenal. But when you consider the overall picture, I would say 
that it has been short of the modest goals. We have been able only 
to create 30,000 additional new jobs in manufacturing since the pro- 
gram was created. And at the same time that we created 30,000 addi- 
tional jobs in manufacturing, needlework employment decreased from 
61,000 to only 28,000. That is a decrease of 33,000, which is more 
than the addition on the other side. 

Agricultural employment, as I said before, declined about 50,000, 
and employment in service industries, especially personal and domes- 
tice servants, also declined. 

Therefore, with the creation of 30,000 new industrial jobs, the drop 
has been, I would say, twice as much as the gain, and, as a result, 
our working population has had to migrate to the continental United 
States to compete with continental workers, especially in New York, 
to find productive employment. 

Mr. Kearns. But there must be a limit here to the number of in- 
dustries you can hold in Puerto Rico when you still have the Puerto 
Ricans going to the mainland. 

Mr. repent Our goal for 1962, Mr. Kearns, is to have about 800 
new manufacturing firms. We hope that those will be able to expand 
employment in manufacturing to a degree that will permit us to re- 
duce unemployment to some degree. 

Mr. Kearns. Thank you, Mr, Chairman. 

Chairman Barven. Mrs. Green ? 

Mrs. Green. I wanted to go into the tax situation a little bit. 

There are no Federal income taxes paid at all; or corporate excise 
taxes by any industries? : 

Mr. Ses a You are right, Mrs. Green. Only if they move their 
profits from Puerto Rico to the continental United States, in which 
case they would be subject to Federal taxation. 

Mrs. Green. Then you have a law that there shall be no Common- 
wealth taxes for any new industries. Is that right? 

Mr. Ottveras. For any new industry in a list of industries provided 
in the law. 

Mrs. Green. Provided in what? 
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Mr. Onrveras. The law provides the industries which will be con- 
sidered new and which will be entitled to tax exemption. 

Mrs. Green. And when did that law go into effect ? 

Mr. Oxiveras. We had a law approved back in 1946, I think it was, 
or 1948 providing tax exemption in Puerto Rico for a period of 10 
years; part of the period 100 percent exemption, and part of the period 
75 percent, and then declining to 50 percent exemption. 

But the law was revised subsequent to 1950. I think it was in 1952, 
but I am not sure about the date. And new provisions were incorpor- 
ated. ‘The law was revamped and it is entirely new law. 

Mrs. Green. This is one of the things I did not understand yester- 
day, and I may not have understood the story entirely. On visiting 
one plant where they manufacture handkerchiefs the owner told me 
that they paid absolutely no taxes, no Federal taxes, no Common- 
wealth taxes, and that there was one part of the industry which was 
new where they were scalloping handkerchiefs now, and formerly. they 
did not, and that made it a new industry. 

As I understand it, there are about a dozen processes involved in 
this plant, the scalloping, all of the pressing and boxing and every- 
thing else. 

Do the industry committees consider it a new industry when there 
is only one phase of the work that is new, and that makes that plant 
exempt from any Commonwealth tax? 

Mr. Ottveras. The practice, Mrs. Green, I think, is to consider the 
product itself, not the plant. If the product is new, the specific prod- 
uct may be entitled to tax exemption, but not all other products be- 
ing manufactured by the same plant if those are not new products. 

rs. GREEN. These are handkerchiefs, which obviously are not new 
products. 

Then I do not understand. This gentleman said he had been in 
business for 25 years. If I understood it correctly, what I want to 
know is, Why are there no taxes of any kind ¢ 

Mr. Oxtveras. I think the answer to that is that the new tax incen- 
tive law increased the coverage of tax-exempt industries, and in the 
needlework industry some products that were not in the old law were 
incorporated if it meant factory employment and factory operation 
rather than home needlework and if the process introduced 

Mrs. Green. This was in the factory, not homework. 

Mr. Oxtveras. The new law must have added some home needle- 
work operations as covered by the industry and entitled it to an exemp- 
tion. 

I am sure that that is not applicable to any of the operations of the 
needlework industry at home. 

Mrs. Green. No. This was a plant operation, a factory. 

But that is the theory you operate on then, that if they change some 
phase of it, then you exempt them from all taxes? 

Mr. Otiveras. I think that if it is a new product introduced into 
Puerto Rico they are tax-exempt. 

Mrs. Green. Let’s take the specific one. Do you consider these 
handkerchiefs new because they are scalloped instead of straight 
hemmed ¢ 
Mr. Otiveras. No; I don’t think they are new products. 

Mrs. Green. Then why are there no taxes on them? 
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Mr. Ottveras. I don’t know the situation specifically. I am not 
sure, but it may be a product included in the tax-exemptive law. It 
maybe. Lamnotsayingitis. But it may bea case of violation of the 
law, in which case we will have to look into that and see if they are 
entitled to tax exemption. It may be one thing or the other. 

Mrs. Green. You referred to a flexible, industry-by-industry pro- 
cedure. I wondered about the home needlecraft industry. Yester- 
day we went into several of the homes. 

Your minimum wage there is 22 cents. Is that right? 

Mr. Ontveras. Hand operations have a minimum of 221% cents 
recommended by the last industry committee, which is applicable in 
accordance with the last industry committee. 

Mrs. Green. How do you determine that 22 cents when it is a home 
industry? How do you determine how many hours they work and 
how much they are paying them ? 

Mr. Ottveras. The Wage and Hour Division has some tariffs and 
thegane : to compute the time on the basis of the amount of product 
produced. 

Mrs, GREEN. Would that be your experienced worker, your fastest 
worker ¢ 

Mr. Ottveras. I think the time tariffs were made on the basis of 
the normal, regular worker. On the basis of his productivity, the 
piece rates more or less are equivalent to the minimum rate. It 
changes from 221% cents in one industry through about 40 cents in the 
other extreme. 

Mrs. Green. We went into one home yesterday and the girl was 
making a large tablecloth embrodiery. We asked her how long it 
would take her, and she said 8 days. We asked her how much she 
would be paid for it and she said $5 and something. 

Now that would not average to anywhere near 22 cents an hour in 
the home needlecraft industry. 

Mr. Ourveras. It may imply a violation of the law in that case. 

I know that the Wage and Hour Division has been increasing their 
supervision of homework. And I would say that that has been one 
of the factors which are responsible for the decline there has been in 
Puerto Rico in home needlework employment. 

Mrs. Green. Do you think that is an isolated case or do you think 
that that might be true in a great many cases, where your home needle- 
work workers would be paid far less than 22 cents? 

Mr. Oxtveras. I don’t think I am able to answer that question. I 
would have to do some checking in order to be able to answer. But 
my impression is that that may happen once in a while, but I don’t 
think that it is the prevalent situation throughout the whole industry. 

Mrs. Green. You say that you want the wages to be established 
industry by industry. Would there not be just as much justifica- 
tion for establishing them for the different segments within an indus- 
try? For instance, in the home needlecraft I take it that your more 
highly skilled workers do the most fancy embroidery work, and your 
less skilled workers were sewing gloves. And yet you pay all of them 
22 cents. You say that is the minimum. 

Mr. Otiveras. I agree with you entirely, Mrs. Green. And I think 
that the current practice is not to recommend a wage for a whole in- 
dustry division, but as many wage rates as are compatible with the 
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processes and the ability of the different segments of the industry to 
pay the highest possible wage. 

For example, the present committee, 16B, of which I am a member, 
was taking a vote to recommend the wages to be paid in the industry 
under consideration, and, instead of keeping the original subdivisions, 
established many more and recommended the highest possible wage in 
each one of those segments. 

What I mean is this: For example, there was such divisions as con- 
crete pipes, was one. And the second one was a general division, and 
within the general division you had lime, concrete blocks, floor tiles, 
quarries; and another division I don’t remember. 

When we looked into the industry we decided that within that 
general division, which had previously a minimum of 50 cents an 
hour, there were segments that were aple to pay immediately a mini- 
mum of 75 cents an hour, and, after March 1, a minimum of $1. There- 
fore, we broke that general devision into different segments and took 
out those segments that were able to pay the highest possible minimum 
within the law. ae 

Mrs. Green. What criterion do you use for setting up a minimum 
within an industry or within a segment of an industry? What does 
the law say that you must use first ¢ 

Mr. Oxtveras. The main criterion is that the minimum recom- 
mended will not cause substantial unemployment. 

Mrs. Green. I did not understand. 

Mr. Ottveras. The two main criteria are, within the law, that the 
minimum recommended by a committee will not produce substantial 
curtailment of employment, and the second main criterion is that the 
minimum provided or recommended will not give a Puerto Rican in- 
dustry a competitive advantage over the counterpart industry in the 
United States. 

However, going into details, when we are in the process of deter- 
mining the highest possible wage that will meet those two criteria, 
we examine profit and loss statements, we examine balance sheets, we 
cross-examine witnesses, and we have the benefit of an economic study 
previously made by officers of the Wage and Hour Division. 

Mrs. Green. Then when you establish it by the industry is there 
the danger that the minimum which would be established would be 
based on the most inefficierit operation so that they could make a 

rofit, and so that employment would not be curtailed, and then you 
ave some which are far more efficient and the profits might be very 
high ? 

r. Otrveras. The practice is to base the determinations on the 
average rather than the minimum or the maximum. The minimum 
rate recommended may weed out the most inefficient operations. And 
that cannot be deemed as causing substantial curtailment of employ- 
ment. That is a natural process. 

However, usually, as you said before, by trying to break the industry 
in as many segments as possible you can catch the ability to pay in 
most of these segments, and, in so doing, of course, you have to have 
in mind that there is always a possibility of additional technological 
advance and savings that can be made in other sectors of the industry 
besides wages. Therefore, the committees usually—at least the com- 
mittee in which I have participated—recommend a minimum which 
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is the highest compatible with their financial situation as of the 
moment when we examine the industry. 

Mrs. Green. Then the minimum you set really becomes the maxi- 
mum, does it not, in the island? 

Mr. Ottveras. The minimum that we set usually becomes the pre- 
vailing wage I would say. But if you examine the industries you will 
see that there are always some dispersions. The major part of the 
employment may fall exactly at the minimum. But there are always 
adjustments above the minimum. 

I will cite you a case in the industry that we were considering this 
morning in the first division. 

The minimum had been 42 cents an hour. And the prevailing wage 
at that moment was 57 cents and a fraction. 

In the second division the minimum had been 50 cents, and the 
average wage, the arithmetic average, was around 60 cents. 

In other instances the spread is not so large. 

But I would say that there is always some tendency to have wages 
above the minimum. 

Contrary to this, in 1938, when the law was first made applicable to 
Puerto Rico, in some industries that were examined, no matter what 
the position of the worker was, no matter what his ability, everyone 
was getting exactly the minimum. 

But there are unions and bargaining contracts, and usually they 
take the minimum as a floor, and are able to increase some. 

Mrs. Green. You said you had two main criteria. One was that it 
would not curtail employment, and the other that it would not have a 
competitive advantage over the mainland. 

Don’t you ever consider the standard of living of the people and 
what they have to have to live on for a decent standard ? 

Mrs. Ontveras. Mrs. Green, when I talked about criteria I was re- 
ferring to the criteria established in the law. 

We, as members of the comittee, are very concerned with the living 
conditions of the people. And we know that the workers will not be 
able to have a decent living standard on 2214-cent minimum or 40 cents 
or maybe 50 cents. And, therefore, we want to increase that mini- 
mum as rapidly as it is possible to increase that minimum in order 
to improve the levels of living of the people. 

Of course, if in so doing we put them out of work, that may be 
favorable to those that keep employment in the industry, but it will 
create a more unfavorable situation to those workers out of work. 
Therefore, in so doing, we consider the standard of living of the 
people, their needs, and try to push up the minimum to the highest 
possible level without obliging the plants to close and throw them 
into unemployment because in that case the remedy would be worse 
than the disease. 

Mrs. Green. But that is not then one of your criteria really? The 
living standard ? 

Mr. Oxtveras. It is, Mrs. Green. And I may tell you this to show 
that it is recognized: One of the documents that first is introduced 
before the committee is a table showing the cost of living in Puerto 
Rico and changes during the last several years. That is a matter that 
is considered by the committee. 

Mrs. Green. I have some other questions, Mr. Chairman, but did 
you want to ask something, Mr. Metcalf? 
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Mr. Mercatr. I wonder if the gentlewoman would yield. 
Mrs. GREEN. Yes. 

Mr. Mercaur. This committee is admonished by the law that is 
already in existence, the Fair Labor Standards Act, to set a minimum 
wage that will provide a standard of living necessary for health, effi- 
ciency, and general well-being of the workers. 

Mr. Ortveras. That is the mandate of the law. 

Mr. Meroatr. Yes. 

So that is the first criterion that we must establish. We must 
establish that. And we are admonished also by the law to keep in 
mind that we must not substantially curtail that employment or 
earning power of these people whose standard of living we want to 
increase. 

Now is it your contention that we have to admit that these wages 
that are paid here are of such a standard that they are below that 
necessary to provide for the decency and health and well-being of. 
the workers ? 

We admit that. 

Mr. Oniveras. My position would be this, Mr. Metcalf: the man- 
date of the law is to improve wages and living conditions. In the 
operational phase of these committees we have two extremes. One 
extreme is to recommend a wage so low that it will give competitive ad- 
vantage to Puerto Rican industry over continental industry. That is 
the lowest extreme. 

The highest extreme, the other end, is that we cannot go beyond 
a minimum that will oblige the factories or a major part of the indus- 
try to close and throw people into unemployment. 

However, let me add this: If Puerto Rico were contiguous to or a 

art of the continental United States physically you could easily fix 
bee a minimum of $1 and close those industries and the people would 
easily spread out into the other States and be able to find oop ent. 
; Mr. Mercatr. That is a conclusion you are making about the United 
tates. 

We are down here to find out about industry in Puerto Rico. 

Let me ask you this: You have directed your entire testimony to 
this point of substantially curtailing the earning power and the em- 
ployment and throwing people out of employment, and you have not 
directed any of your testimony to this business of the standard of liv- 
ing and what is the minimum wage necessary to preserve the health, 
efficiency, and decency and general well-being of the worker. 

Mr. Outverss. The Commonwealth of Puerto Rico has established 
the goal of trying to increase family incomes in Puerto Rico so that 
by 1960, or at a date which is not very far in the future, every family 
in Puerto Rico will have a minimum income—a minimum; not aver- 
age—a minimum income of $2,000. In so doing we are committed to 
increase wages as fast as possible. But we are also committed to pro- 
vide employment for the largest possible segment of our population. 
Because the main cause of poverty in Puerto Rico is not a low wage, 
the main cause of poverty is unemployment. 

At the same time as we increase wages regarding the ability of in- 
dustry to pay, we have to create additional employment because 15 per- 
cent of our labor force is unemployed, and about 45 or 50 percent of 
our labor force is partially unemployed. 
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For that reason I mention that the two goals may come into conflict 
sometimes. 

We have to provide additional jobs and see that those jobs pay the 
highest possible minimum. 

rs. GREEN. I would like to ask one more question. 

You said when you were talking to Mr. Metcalf that the wages must 
not be so low as to give a competitive advantage. 

Do you not consider the situation where these industries pay no 
taxes as having a competitive advantage over the people in the United 
States ? 

Mr. Ontveras. No; I don’t see that that is the situation. The com- 
— advantage, as I see it, would be in those industries which, not 

cause of tax exemption but because of other advantages, are able 
to undersell the mainland companies. 

Tax exemption may not mean anything in some instances. And, 
as a matter of fact, that has been the situation. 

Tax exemption is an advantage if the industry makes a profit; if 
the industry does not make a profit there is no advantage there. 

In other words, income taxes are not a part of the cost of production. 

Mrs. Green. May I interrupt here? 

For those industries that do pay taxes, what is your tax bracket? 
pesos does it range from? What is the lowest income that pays a 
tax 

Mr. Oniveras. Here in Puerto Rico we have an income-tax law that 
provides a flat normal tax, I think, of 20 or 25 percent, and then an 
additional tax that goes up to about 57 percent according to the level 
of the income of the company or corporation. 

Of course, individual taxes are different. 

Mrs. Green. What are your individual taxes? 

Mr. Oniveras. We have a normal tax of 8 percent, and then a surtax 
that goes up to about 87 percent. 

Mrs. Green. Up to what? 

Mr. Oniveras. Eighty-seven percent, in accordance with the income, 
subject to tax liability. 

Mrs. Green. Eight percent to 87 percent? 

Mr. Ottveras. That is right. 

Mrs. Green. Mr. Oliveras, if you were representing the Third Con- 
gressional District. of Oregon, and you went home to talk to your 
people in Oregon and you told them that the people in Puerto Rico 
paid absolutely no tax to the Federal Government, how could you 
justify that to the businessmen of the Third Congressional District 
of Oregon, when they pay taxes that go here to Puerto Rico and they 
are not making any profits like this at all? 

Mr. Oxtveras. My answer to them—and I will try to be convincing— 
would be this: 

In the first place, Puerto Rico has no representation in Congress, 
and, thus 

Mrs. Green. I disagree. I think Mr. Fernds is one of the finest 
Representatives. 

Mr. Oxtveras. We are proud of him. But he is our Resident Com- 
missioner. And we do not have Senators and Representatives. ‘That 
is what I am referring to. 
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In the second place, in spite of all these incentives that we have, 
Puerto Rico has 15 percent of its working population unemployed at 
all times. 

Mrs. Green. My district was a distress district. We had 11 or 12 
percent unemployment. So that would not mean anything to my 

eople. 
7 Mr. Ottveras. But you had to try to develop industries. And I 
know for sure that you have natural resources, and you could develop 
industry. 

We are building houses without bricks in Puerto Rico. We do not 
have natural resources. Capital is not plentiful. We have no pool 
of trained workers. 

Mrs. Green. I am asking how you would justify it to the people of 
my congressional district that there are no taxes. 

Mr. Oxtveras. Moreover, I would say this: We receive from the 
United States, as grants-in-aid, a total of about $18 million. The to- 
tal budget of Puerto Rico is about $168 million; or $165 million, let 
me say. Therefore, it is a small proportion of the total budget.. 

In the second place, the funds we receive from the United States are 
earmarked for a specific purpose: vocational education, construction 
of hospitals, the building of roads, and other programs similar to 
those. 

Therefore, what is made possible is to improve living conditions in 
Puerto Rico and expand the economic base. We are striving to in- 
crease the levels of income from one-fifth at present of the United 
States net income to a more reasonable level. 

Mrs. Green. Of course, you realize that every State has its unem- 
ployment and its slums and its problems. But the only real reason on 
which you justify no taxation is no representation. Is that right? 

Mr. Otiveras. Well, let’s qualify that. We have no taxes for cer- 
tain industries. We are providing 

Mrs. GreEN. Let’s just het it for Federal taxes. 

Mr. Oxtveras. No Federal taxes apply here. 

Mrs. Green. Do you want representation then so you can pay your 
share of the taxes ? 

Mr. Ottveras. We would certainly like representation. If condi- 
tions in Puerto Rico were not so distressed that the payment of $100 
million in taxes would depress conditions in Puerto more than they are 
already, and if we had a net income similar to the one in Oregon or 
the average of the United States, certainly we would be willing to pay 
taxes. 

Mrs. Green. You would go on record then as saying that you do not 
feel that Alaska and Hawaii should pay any taxes to the Federal 
Government ? 

Mr. Oxtveras. Alaska and Hawaii do not have representation in 
Congress, and, therefore, they should not. 

The Cuatrman. If the chairman may suggest, I think maybe we 
had better stay on the island. 

Mr. Otrveras. Of course, let me point this out, Mrs. Green, regard- 
ing one of the arguments that I gave: The average net income in 
Hawaii is higher than the average net income in the United States. 
Therefore, Hawaii is in a better position to pay taxes and be able to 
develop itseconomy. But if we were to pay taxes to the Federal Gov- 
ernment then we would not be able to develop as forceful a program, 
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as we have, to wipe out illiteracy in Puerto Rico, and, second, we would 
not be able to provide relief for the people who are unemployed. We 
would not be able to provide medical assistance, and we would not be 
able to take care of the many problems that we have, which are not of 
the same magnitude as in the United States. 

Mrs. Green. If I may sum up what you are saying, it is that you 
believe in the principle that there shall bs no taxation without repre- 
sentation, but if there is enough money in the island then you will 
forget your principle. 

Mr. Oxtveras. 1 would say that in that situation we would be will- 
ing to cooperate with the Federal Government in joint programs; 
certainly we would. 

Mrs. Green. That is all, Mr. Chairman. 

Chairman Barpen. The Chair would like to clear up one or two 
things. One is that the law under which the industry committees 
operate is a law passed by the United States Congress. 

Mr. Otrveras. You are right, Mr. Chairman. 

Chairman Barven. The guideposts in that law were marked and 
designated for those of you who may be on one of those committees 
to follow. 

You are, in handling that situation in Puerto Rico, confronted 
with ~ 06m two problems which quite often conflict and are never easy 
to settle. 

As to the 22-cent wage that was discussed, in 1954 that was fixed by 
an industry committee after careful study with representation from 
Puerto Rico, representation from the States, representation from the 
CIO, and representation from the A. F. of L.; and that industry 
committee unanimously approved the 2214 cents. 

Mr. Ottveras. That is true, Mr. Chairman. 

Chairman Barven. So, then, it does not all fall on your head or on 
any one head ; it was on the best tribunal that we could set up to adjust 
and handle that difficult problem. 

Now, as to the payment of taxes to the Federal Government, it has 
been my observation that Uncle Sam never refuses, or never fails to 
collect, taxes where he thinks it is practical to do so. And the fact 
that Puerto Rico does not pay Federal taxes is not because Puerto 
Rico refuses to pay taxes but because the United States felt it was 
best, the best policy, the best business, and the best thing for Puerto 
Rico and the United States that Puerto Rico not pay these taxes. 

As to those who come down and make their money and take it back 
to the States, we attend to them upon arrival. 

So now your position is that if you sacrifice one objective for an- 
other, and fix an inflexible rate, you then might do away with the 
source of such income as you now have, and thereby do greater injury 
to the economy of the island. 

But these things that have sometimes crept in as critical of the 
industry committees are not actions of the Puerto Rican Common- 
wealth. Some of their fashioning and some of the problems repre- 
sented were dealt with elsewhere. The Wage and Hour Division 
requires compliance with the act as written by Congress. 

thought I would say that because I normally stay confused enough, 


and I was about to get even a little more confused about this situation. 
Mr. Velde? 
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Mr. Vetpe. What are the principal Government-owned industries 
here at the present time? 

Mr. Outveras. I would say that there is no important industry or 
manufacturing enterprise that I would call off being owned by the 
Government at this time. Those that were originally established back 
in the early 1940’s to break the ice and induce private capital to go 
into manufacturing industries in Puerto Rico have already been sold 
to a private enterprise. 

Mr. Vetpr. What success have you had in that program since 1940 
in turning it over from Government-owned to private enterprise ? 
You used to have a bottle plant or glass plant that was with the 
Government ? 

Mr. Oxtveras. Yes, sir. 

Mr. Vetpz. Is that now owned by private enterprise ¢ 

Mr. Ottveras. They were taken over by private enterprise, and they 
have been very successful. 

I think experience showed that the Government is not a good man- 
ufacturing entrepreneur and should not go into that. 

Mr. Vewpr. Do the private industries that have taken over these 
Government-owned projects pay taxes? Or are they given a tax 
exemption for a number of years? 

Mr. Oxiveras. I think they are tax exempt also for a number of 
years. I think they are tax exempt, but I am not sure. 

Mr. Vetpr. What is the highest minimum wage established by the 
boards? 

Mr. Oxiveras. I beg your pardon ? 

Mr. Vetpe. What is the highest minimum wage that has been estab- 
lished by the boards? In what industry ? 

Mr. Ottveras. You mean the industry now under consideration by 
the committee in which I play a part ? 

Mr. Vetpe. Yes. 

Mr. Outveras. The highest minimum wage recommended by this 
committee has been 75 cents an hour, to go into effect immediately. 
And $1 to go into effect March 1 next year. 

And I am glad to report here, without divulging information that 
is considered confidential, that on several industries we have made 
that recommendation and were able to have a unanimous vote. 

Mr. Vetpr. Your lowest minimum wage is in the needle industry, 
I take it ; 2214 cents? 

Mr. Ottveras. At present 221% cents. But that is not under the 
consideration of the current committee, or, rather, the committee now 
meeting. That was taken up by a previous committee. 

The lowest that we have recommended in this committee has been 
a wage of 30 cents an hour, and that was for one that employed, I 
think, 3 workers. 

I may report also, without divulging secret information, that the 
motion for a 30-cent minimum in that case came from the labor-side 
members of the committee, and it was voted unanimously because the 
highest minimum to this specific industry would have meant forcing 
him out of business. 

Mr. Vetpe. I presume you still have a lot of competition in the 
needlework industry from Japan and some Central and South Ameri- 
can countries ¢ 

Mr. Ortveras. That is the situation. 
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Mr. Veuve. Those with cheaper labor. Of course, you have to 
compete with them. And I suppose that is true of other industries 
where the wages are low, too. Is it not? 

Mr. Oriveras. That is true, Mr. Velde. 

Mr. Vetpe. That is all I have, Mr. Chairman. 

Chairman Barpen. Mr. Zelenko ? 

Mr. ZetenKo. Mr. Oliveras, you will agree, will you not, that if 
you have a sound wage structure on the island that that will mean 
that industry will prosper, and that labor will prosper with a sound 
wage structure ? That is what we are trying to get. Is that not 
right ? 

po Ortveras. Yes, that is very desirable. That is exactly true. 

But I may add that increasing wages in Puerto Rico does not al- 
ways mean substantial additional employment. And the reason for 
that is that our economy is an open economy. We have tremendously 
large leakages. 

Let me give you an example of what I have in mind. In the United 
States if you increase the wage of the automobile workers, in the 
so place they are able to take care of that increase without decreasing 

rofits—— 

: Mr. Zetenko. Pardon me. I don’t mean to interrupt you, but per- 
haps you did not understand my expression “a sound wage structure.” 

Mr. Oxtveras. Certainly. 

Mr. ZeLENKO. Which means what it says, that it is good for industry 
and good for labor. 

Mr. Ottveras. Certainly. That is very desirable. 

Mr. ZeLENKO. I have heard you at length and I appreciate the fact 
that | co have a background in this subject because of your position, 
and I want to thank you for your statement. However, I did not hear 
you mention one — of the subject, and I would like to read some- 
a to you very briefly and have you comment on it. 

I have before me something called Evaluation of Minimum Wage 
Policy in Puerto Rico, and it was prepared for the Joint Committee 
on Labor of the Legislature of the Commonweaith of Puerto Rico 
by a firm in Washington called Robert R. Nathan Associates. I as- 
sume that the government hired this firm to evaluate this problem. 

Chairman Barpen. Let me suggest—— 

Mr. Zevenxo. It is very short, Mr. Chairman. 

Chairman Barpen. Let’s not assume the government here did any- 
thing unless we know the government did it. 

Mr. ZetenxKo. It says so. It was prepared for the Joint Committee 
on Labor of the Legislature of the Commonwealth of Puerto Rico. 

Chairman Barpen. That is all right, if you identify it. 

Mr. ZeLenxo., Is that true that such a firm was hired ? 

Mr. Ottveras. That is true. 

Mr. Zetenko. I want to read you something, sir. 

In one of its findings of fact it says: 

Trade unions in Puerto Rico are relatively weak. This fact, together with a 
high level of unemployment, has been largely responsible for the tendency of 
prevailing levels to approximate minimum wages closely. 

Now that is a finding of fact. ‘Then they come to a conclusion, and 
the conclusion states finally—and this is one of the conclusions: 


We believe that in the long run a sound wage structure in Puerto Rico can be 
assured only with the development of vigorous trade unionism and effective col- 
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lective bargaining. The Commonwealth government should study the matter of 
unionization and take appropriate measures to facilitate its growth. 

Now my question is: I have heard nothing about any measures so 
taken on this recommendation. Can you comment on that, sir? 

Mr. Oxtveras. I am in entire agreement with the premises. 

Mr. ZeLENKO. I want your comment. 

Mr. Otrveras. And also the conclusion. 

I may add this: In a sense, this procedure of fixing wages industry 
by industry and seeing that each industry pays the highest possible 
wage tends to provide a very convenient floor for labor organizations 
to push the wage from that floor to whatever maximum they can. 
But, as a matter of fact, here in Puerto Rico we do not have a joint 
movement. We have a large number of disunited, disconnected labor 
organizations, none of them being truly strong like the CIO or A. F. 
of L. If we had a united labor movement in Puerto Rico I think that 
the responsibility of the Federal Government and the Commonwealth 
government would be reduced tremendously. 

Mr. Zretenxo. Yes; but this report says that the government of the 
Commonwealth should undertake the study of making unionization 
stronger. I only want your comment on it. 

Mr. Ottveras. Well, as a matter of fact, we have created here a very 
favorable climate for that. The constitution guarantees the organ- 
ization of unions, and even goes further than that; it guarantees the 
right to strike and so forth. nt 

Mr. ZetenxKO. Pardon me, sir. I want to interrupt you again just 
for 1 moment. 

That is only one of the findings. And I do not intimate that that 
is the solution. 

But this firm hired by this government, from what I just read, said 
that that is the most important thing to do, or one of the most im- 
portant things. I just wanted your comment on whether the govern- 
ment had undertaken to follow this recommendation, among others, 
because I heard you say nothing about it. 

Chairman Barpen. Would the gentleman yield ? 

Mr. Zetenxo. I do yield, Mr. Chairman. 

Chairman Barven. I am not saying that this is in that direction, 
but I think we might be getting close to either inquiring into the 
operation of the government of the Commonwealth of Puerto Rico, 
or attempting to make someone, not in a position of authority, speak 
for the policy of the Puerto Rican Commonwealth government. 

I would not like to have the committee’s action construed as being 
critical, or intimating that the Commonwealth government is in any 
way responsible to or accountable to this committee. 

I extend to the Commonwealth the very high position that the 
Congress intended when the act providing it was set up. And I make 
that comment for fear that there may be some misunderstanding of 
that, because we are definitely not here to be critical of the Common- 
wealth. 

Mr. Zetenko. May I assure you that I understand it fully, and I 
do understand our position here. I am not unmindful of it. 

Chairman Barpen. Let me say, as to the question, I will not rule 
it out, but I do not think it quite proper that you should call upon 
the witness to give his opinion a comment on whether or not the 
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Commonwealth government has done what someone might think it 
should have done. 

I proceed on the theory that the Commonwealth government does 
like the Congress of the United States, and that is, it does the best 
it can. 

Mr. Oxtveras. Mr. Chairman, if I may, my only answer to that 
would be that the Commonwealth government is doing all that is 
possible in that connection to improve the educational level and 
approve legislation that will permit the organization and growth 
of unions. 

I do not think that we could go as far as trying to organize the 
unions themselves because that would be counter to other policies 
and good democratic practices. Therefore, the most that we can 
do is educate and improve the level of education, as we are doing, 
and improve mpration that will permit labor organization to 
flourish and develop. 

Mr. Zetenxo. Mr. Witness, I want to make my position clear. 

I do not say that the Commonwealth government has failed to do 
anything that it should have done. I merely asked for your com- 
ment as to whether it has followed this recommendation, whether 
it has done anything, whether it is going to do anything. 

I do not find fault with the Commonwealth government. 

Do you understand that, sir? 

Mr. Otveras. Yes, sir, I understand you, Mr. Zelenko. As a 
matter of fact, this is a report that came out a week ago, I think. 

Mr. ZeLENKO. You can see that I am up to date anyway. I got 
the material, didn’t I? 

Mr. Oxtveras. It was submitted to the legislature. I do not think 
they have had time to act or consider the recommendations in the 
report. 

Mr. ZeLENKO. Fine. That is the only answer I wanted, sir—just 
what has been done. 

I have no further questions, Mr. Chairman. 

Chairman Barpen. Let me say at this point that one reason I am 
cautious about. the line of questioning is the wonderful relationship 
that exists between the United States Government and the Common- 
wealth of Puerto Rico. I want to say that on our first day here, the 
Governor of Puerto Rico invited the committee to the Governor’s 
mansion. He came in before the committee and he made a very frank 
and complete statement. Then he did something few high govern- 
ment officials ever do. He opened himself up to any questions that 
anyone wanted to ask him. And we spent a good long time. 

So, where the head of a local government takes that precaution 
to be frank and open and free with information, I am very cautious 
to see that no questions creep in that might cause a misunderstanding 
in the record, or which might create the inference of a misunder- 
standing. 

Mr. Bosch? 

Mr. Boscnu. Mr. Chairman, I am not going to refer to any other re- 
port. I would like to refer to the statement that has been made here 
which has caused me to give a little consideration to the conclusion 
that was drawn by the witness. 
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On page 11 of your statement you say : 


Following the recession which occurred in the States in 1954, the expansion 
program of the Heconomic Development Administration was virtually halted. 

As I understand it, the Economic Development Administration 
is part of the Commonwealth. Is that right? 

Mr. Ottveras. You are right. 

Mr. Boscn. May I ask how yqu drew this affimative conclusion that 
a recession did occur and what effect that had on the Economic De- 
velopment Administration that caused it to halt its program ? 

Mr. Ottveras. In the first place, the planning board, among other 
responsibilities, has the responsibility of following the development 
of the United States economy to see the trends of production, employ- 
ment per thousand and so forth, and forecasts that are made there by 
professional people, especially the Council of Economic Advisors. 

In this specific case we notice that the growth, the rate of expansion 
of the economy of the United States was not so rapid in 1953-54 as it 
had been in previous years. Unemployment went up, production de- 
clined, and incomes stayed more or less at the same level, and expendi- 
tures more or less at the same level. But there was a substantial in- 
crease in unemployment. 

We noticed the impact of that immediately in Puerto Rico in the 
number of people going out of the island to find employment in the 
United States. 

When conditions are good there usually a number of workers from 
Puerto Rico tend to move to the United States to find employment. 
And, conversely, as a result of this situation I am talking about, un- 
employment, I think, went up from 1,200,000 back in 1952-53 to 3,500,- 
000, I think it was, in 1953-54. 

Mr. Boscu. Where did you get that figure from? 

Mr. Ottveras. From official publications of the United States. 

Mr. Boscu. Such as what? 

Mr. Ottveras. The Federal Reserve Board, the Bureau of Census, 
publications of the Department of Labor of the United States, all 
publications we receive. 

At the time when unemployment increased migration decreased 
from Puerto Rico, and the number of firms interested in starting 
operations in Puerto Rico declined. And the number of factories in 
1953-54—or 1952-53, I think it was—anyway; one of those 2 years. 
The year before—— 

Mr. Boscu. It could have been 1951, too, could it not? 

Mr. Ottveras. No. Iam talking of the highest number of factories. 
that we have added in 1 year. 

Mr. Boscr. I understand. 

Mr. Otrveras. 88. 

The next year declined to 64, and the failures were about 26, and, 
therefore, the net increase in the overall factories was only 36 here in 
Puerto Rico. Employment in the new factories established had for 
the first time since 1950 substantially declined. 

Mr. Boscu. Let me ask you one more thing. 

Did I hear you correctly in answer to Congressman Velde’s question 
that the cement factory and the glass factory which you turned over 
to private enterprise paid no taxes, today ? ;, 
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Mr. Oxtveras. I think they are tax exempt because they are doing 
things according to the definition of the tax-exemptive law. 

Mr. Boscu. That is all, Mr. Chairman. 

Chairman Barpen. Mr, Coon ? 

Mr. Coon. On page 8 of your statement you say that there are 2 
essential drawbacks to the importation of management, and 1 is be- 
cause of language difficulties. 

Do you teach English in the public schools here now? 

Mr. Otiveras. Yes; we do. We teach English in the public schools 
of Puerto Rico. Of course, the general education is in Spanish, but 
English is one of the most important subjects in the curriculum. 

Mr. Coon. Is it a required subject? 

Mr. Oxtveras. It is a required subject. Nobody can graduate from 
elementary schools or high schools or the university without taking 
English courses at the three levels. 

Mr. Coon. I tried to talk to several of the workers yesterday, mostly 
in the younger bracket, and none of them could speak English. And 
I would think it would be to your advantage to have more English- 
speaking people here so you would overcome this drawback that you 
mention. 

Mr. Otrtveras. I agree with you entirely. It would be very desir- 
able to have our population perfectly bilingual, to talk both languages 
fluently. And we regret that we have not made as ample progress in 
that field as we would like. 

Mr. Coon. Many people beyond 40 or 50 years of age said they had 
to take English when they went to school. I could talk to most of 
them. They could all speak English. But some of the younger people 
could not speak any English, and I was told that the schools do not 
require it. 

I would think it would be to your advantage to teach English in 
the schools so they could overcome that. 

Mr. Otrveras. No doubt. We realize it is necessary that English 
be a required subject. In the commonwealth education we are trying 
to do the best possible job. But, of course, it is not always possible 
to get continental English teachers to come down to Puerto Rico and 
take a teacher’s position here because of the disparity in salary between 
there and Puerto Rico. 

Of course, another means of learning the language is the movement 
of the population back and forth. People who have been in the Army 
know Sngtel and people who have visited in the United States, even 
for short stays, start English, and some of them can talk English 
though they may not be able to write it. And we who are associated 
in Puerto Rico and in contact with continentals that come down here 
also received good support in our knowledge of the language and prac- 
tice of the language with continentals. 

Mr. Coon. You will probably overcome this drawback that you 
mention, of the language, before too long? 

Mr. Oxiveras. We hope to overcome it. 

Mr. Coon. Very well. That is all. 

Chairman Barpen. General Smith? 

Mr. Smrru. I wanted to ask a question about your position as chair- 
man of the Puerto Rican Planning Board. Is that a private organi- 
zation or is it a political organization ? 
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Mr. Otrveras. It is a staff agency of the office of the Governor of 
Puerto Rico. 

Mr. Sairu. Is it all of one party ? 

Mr. Ottveras. I don’t think I understand your question. 

Mr. Smiru. Well, I understand that in Puerto Rico you have a one- 
party government. That is, all the officers are of one party except 
that you are required by your constitution to have a certain number 
of representatives or a certain number of opposition in your senate 
and house. 

Mr. Otiveras. Yes. 

Mr. Sairu. Is there any opposition party in this planning com- 
mission ¢ 

Mr. Ottveras. The planning commission is composed of 3 members, 
8 officers of the Commonwealth government. They are appointed by 
the Governor with the advice and consent of the senate. They are 
three salaried employees; they are not elected. And we have a rela- 
tively large staff. But we don’t give consideration to political affilia- 
tion when we—— 

Mr. Smiru. But the source is political. That is, you are appointed 
by the man elected by the ga ge of Puerto Rico? 

Mr. Ottveras. True. / the 3 members of the planning board 
are 3 members of the Popular Party of Puerto Rico. 

Mr. Suirn. Most planning commissions are not political, that I 
know of ; they are appointed by private industry. 

Mr. Ottveras. The planning board of Puerto Rico is not similar 
to any planning board in the United States, or very few in the sense- 
that in the United States the situation is that you have local planning 
commissions and city commissions. In Puerto Rico we have a Com- 
monwealth planning board, and now we are organizing city and town 
commissions. In those city and town commissions there are repre- 
sentatives of the minority party. And, as a matter of fact, some of 
those local planning commissions are presided over by minority party 
members. 

I can give you, as an example, the first planning commission that 
was organized under the planning board. That civil commission is 
headed by a member of the Statehood Party, a very competent mem- 
ber doing a fine job. We are very satisfied to have representation of 
the minority party in the city and town planning commissions, of 
which there are at present about 28. 

Mr. Smrru. Is it a policy of this organization of which you are 
the head to try to develop the economic progress of Puerto Rico? Is 
that your basic concept ? 

Mr. Ouiveras. You are right. 

Mr. Smirn. And it is your policy and your belief that by the use 
of minimum wages, industry committees or ceilings on wages that you 
can aumlep your economy better with that system than you could if it 
was free? 


Mr. Ottveras. Yes, sir. 

I would say that is the situation. 

If we had labor unions in Puerto Rico the minimum wage possibly 
would be academic, as it is in the continental United States. But 
until the time that we have powerful labor unions I think it is wise, 
both for the Federal Government and the Commonwealth govern- 
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ment, to see that the industries pay the highest possible wage com- 
atible with their financial conditions. 

After the time is reached when we have powerful labor unions in 
Puerto Rico who would be able to take care of that, I would agree with 

ou that it would be best if they would fix the wages through collective- 

argaining agreements between management and labor. 

r. SmirH. Do you not think that maybe you are defying some of 
the laws that history teaches us, and that when you start giving polit- 
ical organizations a lot of power that you sometimes run into trouble? 
Do you not think history teaches that lesson ¢ 

r. Ortveras. Yes; history may teach that lesson. But we have 
to face realities. If realities require a specific action I do not think 
that we should be led by a historical circumstance that may have 
occurred under different conditions in order to make our decisions. 
If, for example, in Puerto Rico we thought that it was convenient 
to organize a water authority, a civil authority, to be able to provide 
a good service throughout the whole island, there may be no precedent 
for that. But special conditions in Puerto Rico warranted it, and 
it is a very convenient operation because the service has improved 
and it has given an impact to other economic developments. 

Mr. Smiru. Thank you very much. 

Chairman Barpen. Thank you very much. 

Mr. Oxtveras. Thank you, Mr. Chairman. 

Chairman Barpen. For the benefit of the witnesses, those who wish 
to introduce their written statements for the record and then discuss 
the highlights may do so. Sometimes I prefer doing that. But I 
will leave that with the witnesses to decide, whether you prefer to 
make your statement and then discuss it, or as you may see fit—to 
read the statement ; either one. 

Mr. Boscu. I think it might be a good idea for the conservation 
of time. We all have the statements and we can read them and be- 
come acquainted with them. If the witnesses will just give us the 
highlights of the statements rather than reading the statemetns 
through and then go through this process of questioning. 

Chairman Barpen. The next witness is Mr. Pol, president of the 
Chamber of Commerce of Puerto Rico. 


STATEMENT OF EMILIANO POL, JR., PRESIDENT, CHAMBER OF 
COMMERCE OF PUERTO RICO; ACCOMPANIED BY JULIAN 0. 
McCONNIE, JR., LEGAL ADVISER, CHAMBER OF COMMERCE 
OF PUERTO RICO; JOSE A. FRANCESCHINI, EXECUTIVE 
VICE PRESIDENT, CHAMBER OF COMMERCE OF PUERTO RICO; 
ENRIQUE CASTILLO, PRESIDENT, MANUFACTURERS ASSO- 
CIATION OF PUERTO RICO; PULIO ORTIZ, EXECUTIVE SECRE- 
TARY, MANUFACTURERS ASSOCIATION OF PUERTO RICO; AND 
SAM SCHWEITZER, PRESIDENT, PUERTO RICO NEEDLEWORK 
INDUSTRY ASSOCIATION 


Chairman Barpen. Will you identify yourself for the record, 
please ¢ 

Mr. Pot. Mr. Chairman, my name is Emiliano Pol, Jr. I am presi- 
dent of the Chamber of Commerce of Puerto Rico, affiliated with 
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the United States Chamber of Commerce. I am a member of an 
accounting firm, and, in my professional capacity, I am well aware 
of the problems of business and industry in Puerto Rico. I am here, 
however, in a different capacity, as chairman of the Council of Indus- 
try and Commerce, which consists of delegates from the chamber of 
commerce, the Manufacturers’ Association of Puerto Rico, the Com- 
monwealth Manufacturers’ Association, the Puerto Rico Needlework 
Industry Association, the Puerto Rico Merchants Federation, the 
Retail Merchants Association, and a large number of similar indus- 
trial and commercial groups and civic organizations. 

It is about noon, Mr. Chairman. In my capacity, as I said before, 
as chairman of the Council of Industry and Commerce, I wish to 
make the following statement for the record. And, as you can see, 
it is a rather long one. For this reason I think it will be better for 
me not to read it at this time, but, rather, to turn it over to you. 

I think, Mr. Chairman, that the highlights should be read, as you 
suggested ; now or in the afternoon or whatever you say. 

Chairman Barpen. You use your own personal pleasure, because 
when the time for recess comes we can take a recess, and then we will 
convene again. But I do not want you to feel that you are either in a 
hurry or that we want you to be ina hurry. 

Mr. Pot. I accepted the responsibility of representing this group 
of institutions and organizations on the condition that a group of 
experts accompany me here today because I am not well acquainted 
with the details of this type of legislation. I want to be frank and 
honest in that respect. Therefore, there is a group of men here in 
this room that will assist me in my testimony. They desired that I 
represent this group because I was president of the Chamber of Com- 
merce of Puerto Rico, not because I had a background in this type of 
legislation. 

Chairman Barpen. Would you prefer to call them to your side? 

Mr. Pot. I would like to, Mr. Chairman. 

Chairman Barpen. Then they can be close to you, and you may 
refer any questions you wish to them. 

Mr. Pot. I have Dr. Julio Ortiz, executive secretary of the Manu- 
facturers Association ; and legal adviser, Mr. Julian O. McConnie, Jr. 
And, as manufacturers well versed in this type of legislation, Mr. Sam 
Schweitzer and Mr. Enrique Castillo. 

Chairman Barven. Off the record. 

( Discussion off the record. ) 

Chairman Barpen. The committee will stand in recess until 2 
o’clock. 

(Whereupon, at 12:20 p. m., the committee was recessed, to be recon- 
vened at 2 p. m., this same day.) 


AFTERNOON SESSION 


Chairman Barven. The committee will come to order. 
You may proceed. 
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STATEMENT OF EMILIANO POL, JR., PRESIDENT, CHAMBER OF 
COMMERCE OF PUERTO RICO, ACCOMPANIED BY JULIAN 0. 
McCONNIE, JR., LEGAL ADVISER, CHAMBER OF COMMERCE OF 
PUERTO RICO; JOSE A. FRANCESCHINI, EXECUTIVE VICE PRESI- 
DENT, CHAMBER OF COMMERCE OF PUERTO RICO; ENRIQUE 
CASTILLO, PRESIDENT, MANUFACTURERS ASSOCIATION OF 
PUERTO RICO; JULIO ORTIZ, EXECUTIVE SECRETARY, MANU- 
FACTURERS ASSOCIATION OF PUERTO RICO; AND SAM SCHWEIT- 
ZER, PRESIDENT, PUERTO RICO NEEDLEWORK INDUSTRY ASSO- 
CIATION—Resumed 


Mr. Pot. Mr. Chairman, the members of the council of industry: 
and commerce here with me have asked me to read at least some para- 
graphs of this report, if there is no objection. 

1airman Barpen. You may read it all. The committee is per- 
fectly agreeable to that. My remarks were not to be construed as 
being in the nature of a restriction. It was an extension of your free- 
dom of action as you may see fit to proceed. 

Mr. Pou. First, Mr. Chairman, I ask you to accept for your com- 
mittee our appreciation of the privilege given to us to appear here and 
to be heard. It is indeed a true privilege to be a citizen of a democ- 
racy in which the freedom to speak, and the right to petition the elected 
representatives of the people are sacred. 

uerto Rico has one ambition. This is to achieve as soon as possible 
the degree of economic health that would enable us to play a full role 
in the economy of our Nation. To do this we must achieve a proper 
relationship between our productive ability and our consumption, 
between industrial activity and agriculture, between our exports and 
imports, and between the incomes and costs of living of our popula- 
tion. Unfortunately, Puerto Rico is 1,600 air-miles and 4 ship-days 
away from New York. We are dependent on mainland imports for 
most of what we use, and most of what we eat. But much of what 
we export to the continent we must sell at lower prices than the main- 
land manufacturer, not only in order to keep a market, but to fight, 
alongside the mainland producer, the flood of cheap merchandise from 
abroad. 

The total effort of the Commonwealth is directed toward achieving 
this in an orderly manner, at the earliest possible time. In this war 
against economic stagnation the Commonwealth government has en- 
listed and has gained the willing support of every level of our popu- 
lation, and the sympathy and encouragement of the Government and 
of the informed people of our Nation. It has initiated a tax-exemp-’ 
tion program available only to a limited number of key industries 
designed to train our workers in industrial skills. We keep forging 
new weapons all the time. Some work; some don’t. But, with the 
help of God, we mean to win. 

here is no responsible person in Puerto Rico who does not believe 
in the basic economic truth that well-paid labor creates industry’s 
best customers. The only question is how soon and by what methods 


we can best achieve this in Puerto Rico and still maintain a healthy 
economy. 


70428—56——_3 
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The Congress of the United States, from the very beginning of 
Federal concern with fair labor standards in interstate commerce, 
recognized the special problem created by Puerto Rico’s depressed 
economy and dependence on agriculture. Even today, after 7 years 
of intensive industrial development, about 40 percent of our popula- 
tion is still engaged and it is only dependent on agriculture and yet 
our land is so scarce and so poor that it is not able to support even 
this group. Furthermore, Puerto Rico’s only significant natural re- 
source is its agriculture. All other raw materials must be imported. 
The Congress also recognized what we here know all too well, that 
the remaking of our economy involves the remaking of our people 
as well. We are not yet at the point where enough of our people have 
learned the essential disciplines of an industrial economy, the reliance 
of labor upon the business acumen of industry and the reliance of 
industry upon the productivity of labor. This is because Puerto Rico 
has been and will continue to be a country based on an agricultural 
economy. Under an enlightened and dedicated program for the de- 
velopment of our economy we are getting there fast, but we are not 
there yet. 

To afford to Puerto Rico an opportunity for the orderly develop- 
ment of a healthy economy, the Congress, in the Fair Labor Standards 
Act, established a system of flexible determination of wages in Puerto 
Rico, industry by industry, and from time to time. The goal was clear 
and specific—to bring wages in Puerto Rico to the national level as 
rapidly as economically feasible without substantially curtailing em- 
ployment. This was a wise and enlightened approach to the problem, 
and, we submit to you, Mr. Chairman, it is the only proper, sensible, 
and workable approach that takes fully into account the fact that 
Puerto Rico has not yet achieved a stabilized economy that would 
allow a leveling of various industrial activities. 

Your committee particularly well knows the correctness of this 

rinciple of flexibility because, against the concerted pressure of many 
bills in the last session of the Congress, it was your committee that 
fought for and prevailed in continuing the doctrine of flexibility, 
because it makes sense and because it is in the true, great American 
tradition of fair play. 

We are deeply grateful that you understood our problem and that 
your action was based on your understanding. We are also grateful 
that you came here to find out directly what are our problems and to 
determine how they can be best solved. 

It is our position, therefore, that the principle of flexible wage 
determination, industry by industry, for workers engaged in produc- 
tion for interstate commerce in Puerto Rico should be continued. 

The practical application of this flexible system over a period of 
years has Gudea serious difficulties and defects, not in the principle 
but in its operation. In the Fair Labor Standards Amendments of 
1955 the Congress recognized and sought to correct some of these de- 
fects. With full respect for the wisdom of the Congress, I am afraid 
that the medicine more than the disease it was meant to cure is likely 
to kill the patient. 

The intent of the statutory concept of the Fair Labor Standards 
Act was splendid. Nothing could be more fair than equal representa- 
tion of the public, of labor, and of industry. Nothing could be more 
fair than the carefully prescribed criteria governing recommendations 
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and decisions. Nothing could be more fair than the checks and bal- 
ances provided by the Administrator’s review. But just as the finest 
and safest plane is not proof against pilot error, so the statutory 
scheme was not proof against the intervention of the human element 
in its practical execution. 

We have no criticism whatever of the Administrator and of his uni- 
formly able staff. However, what happened in practice under the old 
section 8 was that the industry committees lost all resemblance to fact- 
finding bodies intended by the act. ‘They became, instead, tugs of war. 
The labor representatives and the industry representatives acted as ad- 
vocates for their respective special interests, seeking to persuade the 
public members. Wage rates were reached by marketplace bargain- 
ing, by trading off one industry division against another, even one 
product against another. The weight given to evidence, to all the 
statistical studies made by the Department of Labor, to testimony 
offered by witnesses, can be best demonstrated by the fact that after 
days of hearings hundreds, sometimes thousands, pages of record, 
weeks before the transcripts could be made available to anybody, com- 
mittees would meet in executive session right after the close of evi- 
dence and decide the rates. 

The powers of the Administrator to review the recommendations of 
industry committees under section 8 of the act before the 1955 amend- 
ments gave a measure of protection. We knew that the entire record 
would be read and hastily evaluated. We knew that the committee 
recommendations would be weighed against the thorough and excellent 
studies made by the Wage and Hour Division. And we know that the 
Administrator, even though he was limited to acceptance or rejection 
of recommended rates, had no interest other than to carry out faith- 
fully the mandates and spirit of the act. 

But this took time, sometimes too much time. Decisions were some- 
times made upon a record already obsolete, and put into effect with- 
out relation to the state of the particular industry on the effective 
date. 

The determination of the Congress to eliminate these delays result- 
ed in the 1955 amendments. But these amendments, we submit with 
the utmost respect, failed to take into account the actual evil they were 
meant to correct. They not only continued and perpetuated the com- 
mittee system defects which I outlined earlier, but gave the recom- 
mendations of industry committees, still the result of deals and trades, 
instead of facts firmly based on evidence and impartially found, the 
dignity and absolute effect of law. The amendments required that 
the wage rates be reviewed not less often than once a year. Finally, 
the Secretary of Labor of the United States was assigned the sole 
duty of making sure that the laws made by those industry committees 
bird be published in the Federal Register, to become effective 15 days 
ater. 

We can well understand the impatience of the Congrss with the de- 
lays that the original procedures involved. But I ask you to con- 
sider this: 

(a) Each industry committee hearing means a business dislocation 
in the particular industry of at least 2 months. Annual hearings for 
each industry in Puerto Rico would mean practically continuous ses- 
sions here. On the basis of industry groupings, at least 10 committees 
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would have to sit throughout the coming year. What industry, what 
economy, can stand such unceasing turmoil ? 

(6) The requirement that new wage rates become effective 15 days 
after publication of the wage order overlooks a basic economic fact. 
Each cost variation requires business adjustment. If the labor cost 
of a product increases or if the cost of raw materials increases, or if 
there is a rise in freight rates, the manufacturer must either raise the 
selling price of his product or devise economies to offset the increased 
costs. 

American economy in general is based on seasonal demands. Our 
entire industrial structure here operates almost completely on a con- 
tractual basis, geared to mainland seasonal requirements. For exam- 
ple, in the tobacco industry contracts are made a year in advance. 
The Special Industry Committee which convened here in late August 
and early September of this year, after the latest amendment of the 
act, recognized this and, in spite of the 15-day requirement, set late 
November as the effective new wage-rate date for the tobacco industry 
to permit completion of contracts. 

In the needlework industry prices are fixed and contracts are made 
in the spring for deliveries beginning in August and ending in mid- 
December. In the toy industry, in the electronics industry, in a num- 
ber of others, established practices are substantially similar. 

What business can adjust itself in 15 or 20 days? 

We submit that an adjustment lag between the date a wage rate is 
established and the date on which it is to go into effect is critically 
important, and that seasonal turnover dates should be established for 
each industry, and within each industry, if necessary, on which wage- 
rate changes would become effective with the least dislocation of 
business operations. 

In order to deal with these difficulties we propose to this committee 
a new but thoroughly classical treatment of the problem, based upon 
the tested experience of a number of Federal and State regulatory 
agencies, and predicated on the basic rule that people who know best 
how to do something should do it. 

The Secretary of Labor is a member of the Cabinet. His Depart- 
ment has a Wage and Hour Division headed by an Administrator who 
is a Federal official appointed by the President with the advice and 
consent of the Senate. He has an expert staff, thoroughly experienced 
in dealing with the problems with which this committee and we are 
concerned. And the Administrative Procedure Act provides the basic 
framework for an orderly administrative process ret for equal protec- 
tion of the rights of every citizen. 

Completely adhering to the principle of a flexible system for wage 
determination in Puerto Rico we propose, Mr. Chairman, that the 
cumbersome and expensive industry committee system be abolished. 
This will in one move eliminate the defects of which we complain, and 
the delays that have troubled the Congress. 

We propose, further, that the act vest in the Secretary of Labor, 
acting through the Administrator, the function and the power to 
determine, from time to time, industry by industry, the minimum wa 
rates for workers engaged in production for interstate commerce in 
Puerto Rico. 
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In detail : ee 

1. We submit that the Secretary or the Administrator and his staff 
are best equipped to perform administratively the function, now 
assigned to industry committees, of establishing reasonable classifica- 
tions within any industry to which particular wage rates are to apply. 
This can and ought to be done separately from wage-determination 
proceedings, and can be easily accomplished within the framework of 
the Administrative Procedure Act, without in any way delaying wage 
actions. 

2. We submit that the Secretary, through the Administrator, should 
also predetermine, industry by industry, with due recognition of 
established industry practices relating to tgp hang and delivery 
contracts and ia A peaks and valleys, the dates in any year on 
which wage adjustments should go into effect. 

3. We propose that the Secretary designate a hearing examiner or 
examiners, either regularly stationed in Puerto Rico or assigned to 
act here from time to time. The examiner would be guided by the 
classifications established by the Secretary and the standards pre- 
scribed by the act which should give guideposts for the determination 
of the true competitive position of any industry in Puerto Rico with 
respect to production in the continent. He would receive information 
and data assembled by the economic staff of the Department of Labor. 
He would, in the language of the act— 
investigate conditions in the industry—hear such witnesses and receive such 


evidence as may be necessary or appropriate to enable him to perform the duties 
and functions assigned to him. 


4. Hearings for each industry will be held not less often than every 


2 years. We propose this period because, realistically, every business- 
man plans at least the next year’s line during this year’s production. 
And you cannot plan if you do not know what your basic costs are 
likely to be. This is true of all industries in Puerto Rico except sugar, 
which is faced with special and difficult problems because it is subject 
to rigid statutory limitations on production and marketing. 

5. The transcript of proceedings before the examiner would be cur- 
rently prepared. Parties would be required to submit their proposed 
findings to the examiner within 10 days after delivery of the record. 
The examiner would be required to make his initial decision within 20 
days thereafter, or a total of 30 days after the record becomes avail- 
able. Exceptions to the initial decision would have to be filed within 
15 days after its delivery to parties. Oral argument on the excep- 
tions, or on the initial decision would be entirely within the discretion 
of the Secretary or of the Administrator, and, if granted, would be 
held within 30 days. The Secretary’s decision would have to be ren- 
dered within 30 days thereafter. If no exceptions are filed, or if no 
oral argument is granted or called for by the Secretary or the Adminis- 
trator, the decision would be rendered within 30 days after the date 
fixed for filing of exceptions. 

6. The Secretary would have the power, on the basis of representa- 
tions by parties, or on his own motion, to approve the initial decision 
with respect to any rate, to disapprove any rate and refer it for further 
hearings, or to adjust the rate at any level satisfactory to him be- 
tween the existing rate and the rate determined by the examiner in 
the initial decision. This power of adjustment is in our opinion 
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extremely important because it enables the Secretary to carry out the 
purposes of the statute, even if he believes the examiner’s rate to be 
too high on the basis of the record. 

7. Once the rates are established they would go into effect on the 
next predetermined seasonal date for the particular industry or, in 
industries not subject to seasonal operations, 90 days after the rate is 
finally established. Hearings should be so timed as to permit com- 
pletion of the administrative process and the determination of wage 
rates in seasonal industries at least 90 days before the established 
seasonal dates. 

Mr. Chairman, Mrs. Green, and gentlemen of the committee, once 
more, thank you. We are a deeply devout folk, and we ask the Lord’s 
guidance and help in all undertakings. If it pleases God to be with 
us, I know you will be, too. 

Chairman Barpen. Mr. Powell? 

Mr. Powe. I would like to pass for now. 

Chairman Barpen. General Smith? 

Mr. Smrrn. You are dissatisfied with the industry committee as 
now set up! 

Mr. Pox. That is the decision of this Council of Commerce and 
Industry. 

Mr. Smiru. You do not think it is efficient to operate with? 

Mr. Pot. The committee decided that it was not efficient, based on 
the experience they have had in different locations, and that is why 
the committee made these recommendations of an examiner instead 
of a committee. 

Mr. Smiru. And you do not like to have the public, the Labor De- 
partment and industry all commingled in trying to work out a bargain 
on this rate. Is that it? 

Mr. Pow. It seems to us in the committee that labor and employees 
will have the chance to appear before the examiner, to appear as wit- 
nesses and present their own case and testify. 

Mr. Smrru. What is the basic reason that you don’t like the in- 
dustry committee? Is it that you think there is too much power there 
on the part of the public and labor and that industry doesn’t have a 
balance of power? 

Mr. Pot. No. 

1 would like, Mr. Congressman, that the legal adviser of this com- 
mittee answer that question. 

Mr. Suiru. All right. Where is he? 

Mr. Pot. Mr. Schweitzer will answer. 

Mr. Scuwerrzer. Mr. Congressman and lady and gentlemen of the 
committee, Mr. Chairman, I have been designated to answer this very 
important question. 

I would like to state, before I answer, that the group represented by 
this statement has given very serious thought to that. very problem be- 
cause we feel it is one of the most important problems that we are 
faced with here in Puerto Rico. 

Mr. Smirn. I understand that you don’t want that power. But it 
seerfis to me that you are stepping from the frying pan into the fire 
when you put that all in the Secretary of Labor. It is all right if you 
have a good Secretary of Labor, but suppose you get a bad one? Then 
what is going to happen to you? 
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Mr. Scuweitzer. Mr. Congressman, we feel that if we get a bad one, 
that is the chance we will take. 

Mr. Samir. I would sooner take my chances with some other method 
than putting it all im his hands. That is when you get in trouble, when 
you put a lot of power in one individual. 

Mr. ScuwerrzEr. Well, Mr. Congressman, we believe that the ad- 
ministration that is in power will understand the problems of Puerto 
Rico sufficiently so that sufficient economic information will be given 
to the Secretary of Labor and his staff to determine the decision that 
the examiner may make. 

We have had experience, honestly and frankly, with the fact that 
industry committees do not work satisfactorily, and we are trying to 
tind a solution that will give a better answer to the problem of deter- 
mining wage rates in Puerto Rico. 

Mr. Sairn. Mr. Schweitzer, I am in agreement with that sort of 
thing. Iam not arguing. But what I cannot understand is why you 
think that some administrator sitting in Washington, D. C., on his 
own motion or on the basis of representations by parties, should have 
the power to approve the initial decision or disapprove any rate and 
refer it to further hearings. That is to much power for an administra- 
tor in Washington. 

I think it is better—as bad as it is—to refer it to some of your in- 
dustry committees to have a hearing where you have got a closer look. 

Mr. Scuwerrzer. I have served on those committees. I am dis- 
satisfied with them, and I do not believe they give the proper answer. 
I know they are not satisfactory, and, therefore, I urge, with the 
group who have agreed with me unanimously, that we are better 
off to take a chance in a different system which might come up with 
a better answer for the States and for Puerto Rico and for the workers 
of Puerto Rico. 

Mr. Sorru. All right, then, let’s suppose we admit what you say 
is bad, and say I think the Secretary of Labor is bad. Then why 
wouldn’t it be better for Congress to simply say that the minimum- 
wage rate in 1956 is 60 cents an hour, in 1958, 75 cents an hour, and 
that every industry has got to meet that. That takes away everything. 

Mr. Scuwerrzer. Mr. Congressman, I don’t think Congress would 


do that on the basis of the facts and conditions existing in Puerto 
Rico. 


Mr. Smirn. They are doing it to the American people. 


Mr. Scuwerrzer. They would not do anything to harm Puerto Rico 
knowing that that kind of legislation would destroy the economy of 
Puerto Rico. That is the faith which we have in Congress. 

Mr. Smirn. That is the way we treat the States up there. We say 
“you have got to meet it.” 

Mr. Scuwerrzrr. But the conditions in the States may be entirely 
different from the facts of the economy in Puerto Rico. And we 
have confidence in the technical advisers to the Secretary and the 
people who know what the problems are with relation to the economy 
here, and that they would give an honest answer to the Secretary who 
would come up with an honest decision. 

Mr. Suirn. That isall. 

Chairman Barpen. Mr. Metcalf? 

Mr. Metcatr. Pursuing this suggestion a little further, I will con- 
tinue to direct my questions to Mr. Schweitzer. 
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Our experience with hearing examiners has been such that in other 
fields, such as in the Taft-Hartley law, we find that the hearing ex- 
aminers are the ones that actually make the determination. So, in 
essence, what you are suggesting here is that we allow hearing exam- 
iners to come down here and take the place of an industry committee. 
And I feel, as a practical matter, that you would not have the same 
representation that you have now. 

I know that the Secretary would have the final authority to approve 
or disapprove or adjust or readjust. But, as a practical matter, the 
hearing examiner would be the one who made the decision. 

Are you sure that you would rather leave it up to a hearing examiner 
under the Administrative Procedure Act, or have some representative 
from industry and a representative from labor and the public ? 

Mr. Scuwerrzer. I am sure, sir. We have given very careful 
thought to this. We have examined all the risks which we would 
have to undertake. We have examined our past history with industry 
committees. 

The risk that we would take with an examiner might be much less 
than the bargainings and discussions which committees have which 
never really fully examine all the facts of the problem whereas this 
would leave in the hands of the examiner a complete study of all the 
facts that are presented to him, and he could turn it over to a very 
technical staff to approve or disapprove his findings. 

In the final analysis, it would be people who understand what the 
problems are and who would go through the record very carefully. 
A fair decision, in my mind, could be reached much better than on the 
basis of the present system of committees. 

We feel that risk is worth taking. 

Mr. Mercatr. I believe that the Members of the Congress who 
passed on this before felt that the members of industry, the repre- 
sentatives of the employees, and representatives of the public here 
in Puerto Rico were the ones who knew the problems and were closer 
to the heart of the problems and were more aware of the various im- 
pacts of decisions that they made than someone who would be sent 
down here to conduct a hearing. 

I am surprised to find that you do not feel that they do have. 

Mr. Scuwerrzer. Mr. Congressman, the same opportunity would 
be given to labor and to industry and to the public to appear before 
this examiner and present the same testimony and the same facts as 
we have done in the past. What we are trying to do is to eliminate 
the kind of bargaining that we have had in industry committees in the 
past which have not been, in my opinion, the proper method to be 
used. 

It is true if the examiner were in Washington and we would have 
to send our statements there, and perhaps some people could not go 
up there, who would not have the opportunity to testify, that he would 
not get the complete picture. But here in Puerto Rico everyone would 
have the opportunity—labor, public, and industry—to present all of 
the facts just as they are to an examiner who, we believe, might be able 
to do a better job than the industry committees have done. 

Mr. Mercatr. They have that opportunity now. 

Mr. Scuwetrrzer. I beg your Satie, sir? 
Mr. Meroatr. Do they not have such an opportunity now? 
Mr. Scuwerrzer. Yes, they do. 
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Mr. Mercaur. I have one more question, Mr. Chairman, and I will 
direct this to Mr. Pol. 

Since I have arrived here I have constantly run into statements 
such as you have made on the first page of your testimony, where you 
say: 


Unfortunately, Puerto Rico is 1,600 air miles and 4 ship days away from New 
York. 

Mrs. Green and I live a good many more air miles away from New 
York than that. I live between 2,200 and 2,500 air miles from New 
York. And we have a great land mass of mountains, and have to rely 
on expensive transportation by rail instead of less expensive water 
transportation. 

In my hotel room there is a pamphlet that urges people to come 
down to Puerto Rico where there are cheap freight rates. 

Now I wonder if you could supply me or have someone supply me 
with information about your coastal freight rates on manufactured 
goods that you bring from New York and on goods that you sell on 
the continental market. 

Mr. Pou. Dr. Ortiz, the economist, would answer the question. 

Mr. Mercatr. I would like to have an answer, if it can be a brief 
answer, here. But I would like to have a little more information 
put in the record if it is not too much of an imposition to ask for this 
advice. 

Mr. Ortiz. Mr. Congressman, the situation here in connection with 
the delay of bringing down raw materials, transporting it from the 
piers to the factories, processing it and transporting it back to the 
piers and back to the States is a delay that usually takes from 4 to 5 
to 6 weeks. 

Now back in the States that is much more rapid. 

Mr. Mercatr. Why? 

Mr. Ortiz. Simply because of the transportation system, the or- 
ganization of the transportation system, which makes transportation 
more expensive. 

Mr. Metcatr. In this Rocky Mountain interior that I represent 
we are told that we have the highest freight rates in the country 
because Portland and Seattle—Mrs. Green is the Congresswoman 
representing the city of Portland—have a competitive water rate 
so that they can ship all the way around through the Panama Canal 
from New York to Portland cheaper than they can ship to Helena, 
Mont., where I tive. In fact, the rate on steel from Pittsburgh to 
Portland and back to Helena is cheaper than the rate directly from 
Pittsburgh to Helena because of this water transportation with which 
we are confronted in the United States. 

We have the same distances with large land masses instead of a 
cheap coastal shipping rate, and I would like to have some informa- 
tion for the record on some representative products that you import 
into Puerto Rico, and the rates on some representative products that 
you ship for marketing on the mainland. 

Mr. Ortiz. If that would be the answer we would have to examine 
individual materials. It may be that back in Montana or Oregon or 
the other Western States you have access to raw materials within a 
shorter distance than Puerto Rico. 
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Mr. Mercatr. No; we import into the Western United States a 
good many of the manufactured products from New York that you 
import into Puerto Rico. And we have a market for our raw ma- 
terials—and we are a raw-material-producing area—in the West. 
That is just about as far away in terms of air miles that you have in 
Puerto Rico except that we have vast mountains and more expensive 
rail transportation as against water transportation. So that we can 
compare costs here, living costs as well as production costs. _ 

I would like to have some of the representative articles like how 
much it costs to ship steel in here, how much on aluminum, how much 
it costs on raw materials for housing and how much it costs to lay 
some of the products that _ manufacture and export on the main- 
land, or agricultural products that you export, so we can have a 
comparison with our own regions. 

Can you supply that for us? 

Mr. Ortiz. We would be very glad to supply that information. 
We have no detailed information here. 

Mr. Mercatr. I will ask when that information is supplied that it 
be put in the record. 

Chairman Barpen. Without objection, that may be done. 

(See pp. 129-200.) 

Chairman Barpen. Mr. Bosch? 

Mr. Boscu. No questions, Mr. Chairman. 

Chairman Barpen. Mrs. Green? 

Mrs. Green. I had one question, Mr. Chairman. 

Mr. Pol, this subject is very closely related, the subject of no Fed- 
eral taxes. 

Do you and the group which you represent subscribe to that theory ¢ 
Do you feel that there should be no Federal taxes ? 

Mr. Pot. That is a very important question. 

If you are asking me especially and you want my personal opinion, 
I would answer that I would like to pay Federal taxes, and I would 
like to see all Puerto Rico pay Federal taxes. That is my personal 
opinion. 

Mrs. Green. You think they should? 

Mr. Pot. Yes,ma’am. That is my personal opinion, that we should 
all pay Federal taxes. 

Mrs. Green. Then you do not subscribe to this theory of no taxa- 
tion without representation ? 

Mr. Pou. That principle, of course, should be maintained. 

Mrs. Green. I did not understand. 

Mr. Pox. It should be maintained: no taxation without representa- 
tion. Of course, that means that Puerto Rico should have a Repre- 
sentative in Congress in addition to the Resident Commissioner we 
have today without a vote. Puerto Rico should have Congressmen, 
full-fledged Congressmen in Washington, and Senators. That is my 
way of thinking, my personal way of thinking. 

Mrs. Green. Let me clarify this. 

At the present time, when you do not have voting power in Con- 
gress, do you feel that you should pay a Federal income tax and cor- 
porate excise tax ¢ 

Mr. Pot. No. 


Mrs. Green. You do not? 
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Mr. Pow. No, because our country is a small country and has not 

et grown enough economically speaking to afford the payment of 

th taxes, although the payment of one would mean a great return 
of the other, or part of the tax paid to the other. 

But it seems to me that as paw as we enjoy the privilege and are 
being favored with the appropriations made by Congress for Puerto 
Rico, we could relinquish to the payment of some taxes; not the full 
income tax, not the full Federal tax because we are not on the same 
standard as the other States of the Union. If we were on the same 
standard I would—— 

Mrs. Green. You mean you don’t have a vote. 

Mr. Pot. I would vote and subscribe for that immediately and let 
all Puerto Ricans pay income taxes to the Federal Government. 


Mrs. Green. Then you do subscribe to the theory of no taxation 
without representation. 


Mr. Pou. That is right. 

Mrs. Green. You want fiscal autonomy for the Commonwealth. 

Mr. Pot. That is another question. If you ask me personally I 
would answer it the other way. 

Mrs. Green. You do not? 

Mr. Po. I stand for statehood. That is my personal way of 
thinking. 

Mrs. Green. Yes, but I am talking about conditions as they are 
now when you are a Commonwealth. Do you feel you should have 
fiscal autonomy # 

Mr. Pot. Fiscal autonomy is in order in a commonwealth like ours 
because we impose our taxes and we have them for the purpose of 
carrying on our government and the necessities and services of this 
country. I think that is fair. 

Now if we derive income from sources within the mainland we are 
bound to pay Federal taxes, as we are paying, for those incomes re- 
ceived from within the mainland. 

Mrs. Green. What I am leading up to and what I am trying to 
reconcile in my own mind is how a group can subscribe to this theory 
of no taxation without representation and that you should not pay 
Federal taxes as long as you do not have voting power, and yet, at the 
same time, you are recommending that the labor problems be taken 
away from you and that they be turned over to the Federal Govern- 
ment, the Federal Secretary of Labor, to appoint examiners and take 
it away from the Commonwealth. Yet, when it comes to money, you 
want the power left here. 

Aren’t those two conflicting points of view ? 


Mr. Pot. er seem to be conflicting, but it seems to me that they 
can be reconciled. 


Chairman Barpen, Any further questions? 
Mrs. Green. I judge that one of your main criticisms—and I think 
that this paper is a very strong indictment against the industry com- 


mittees, but I judge that one of your strongest complaints is the time 
element. 


Mr. Pot. The time element. 
Mrs. Green. And you feel that this would be taken care of. 


Have you followed some of the procedures on the part of the Federal 
Government as far as time is concerned ? 
Mr. Pot. No, I haven’t. 
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Mrs. Green. Taft-Hartley is a good example. 

T am just wondering if you eliminate your main objection, if. your 
main objection is time. Do you eliminate it by turning it over to this 
new procedure? Do you think that you would? 

Mr. Pot. The committee, the group that I represent, took that imto 
consideration as one of the most important criticisms to be made of 
the actual procedure. Of course, we all know that proceedings in gov- 
ernment—I think in all governments—take time. In Puerto Rico we 
have that time element manifested every day, and in all governments 
just the same. 

Mrs. Green. May I ask one other question, Mr. Chairman? 

Congressman Zelenko this morning referred to a report by Robert 
Nathan. I realize it is a new report and you probably have not yet had 
time to look at it. But one of his recommendations was that there 
be stronger unionization here in the Commonwealth. 

Would you support that? Do you feel that is desirable? 

Mr. Pox. I don’t know that report. And this is my own personal 
estimation of the situation: It seems to me that.as long as we have 
the Federal legislation the local legislation is unnecessary. 

Mrs. Green. In other words, you do not believe in local unions, Is 
that right? 

Mr. Pot. Oh, no. I believe in local unions, of course. 

Mrs. Green. I did not understand your preceding statement. 

Mr. Pou. I believe in local unions. I believe in that. 

Mrs. Green. What was your preceding statement? I did not 
understand that. 

Mr. Pou. As to the legislation that might be presented and approved 
according to that report that you said was prepared by a firm from the 
States, we have what we call a minimum wage administration, local 
administration. And, as far as I have read, it has been contemplated, 
too, that they be given more power according to that report subscribed 
to by Mr. Nathan. In the meantime you have this Federal legislation. 

I don’t know. As an accountant, as a layman, I don’t know how we 
can have both laws, Federal and insular law, dealing with the same 
problem. It isa very special problem. I don’t know which one should 
prevail; it is a very complicated problem for me. I am not a lawyer 
and I am not after that type of sek alg But I would like some- 
body to explain to me the idea of this local legislation, giving more 
power to the local administrator, according to that report rendered 
by that firm from the States. 

Mrs. Green. Do you feel that the recommendations as given in 
your report would weaken or strengthen the labor unions in the Com- 
monwealth ? 

Mr. Por. I don’t think that they will weaken the labor unions. 

Mrs. Green. You don’t think what? 

Mr. Pot. They would not weaken them or make them weak because 
the laboring class would have a chance to appear before that examiner. 

Mrs. Green. You would favor collective bargaining beyond the 
minimum wage? 

Mr. Pou. Of course. 

Mrs. Green. That is all, Mr. Chairman. 

Chairman Barpen. Mr. Coon? 

Mr. Coon. Mr. Pol, I think there is no doubt that there are quite 
a few shortcomings in the industry committees. . But I am just. won- 
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dering about your proposal here that an industry will have a hearing 
at least every 2 years, leaving the decision up to the Secretary of 
Labor or his administrator. 

Aren’t you going to have a little uncertainty within every industry 
when they know they are going to be left to the decision of one man 
on their future minimum wage? 

Would it not be better if it were as it is in the States and you knew 
your minimum wage was going to be so much this year and was going 
to be so much next year and you had to meet it rather than have it 
left up to 1 man or the administrator and have it investigated every 
2 years? 

I am thinking that your industry would be a little uncertain all 
the time as to just what was going to happen to them while, if it 
were a Federal law, then you would know what was going to happen 
and you could make your plans rather than having to make your 
plans after a hearing, and the examiner might not rule in your favor. 

Mr. Pox. The recommendation or suggestion made was because 
the actual system seems to be not working or not producing the results 
that were contemplated. And this suggestion was prepared by this 
group of ours. But what we want to maintain is the flexibility, the 
flexible system. That is first and paramount in this case, each indus- 
try by its own merits. 

If 1 or 2 or 10 industries are able to pay the Federal minimum 
they should be bound or obliged to pay that minimum, because the 
ideal, to my personal way of thinking, is that Puerto Rico might in 
the near future be able to pay the wages paid by the United States 
continental firms and enterprises, exactly the same. 

Now local conditions are of such a nature that they will not permit 
or allow us to pay the full minimum wage determined or fixed by 
the Federal statute. That would be the ideal thing to do, that Puerto 
Rico be able economically to pay the full minimum wage established 
by the Federal Government. 

Mr. Coon. I can see considerable advantage in flexibility all right. 
But, on the other hand, if an industry was considering coming in 
here, wouldn’t they rather have it a little more definite as to what 
the wages are going to be for a period of years rather than havin 
it on a flexible program that might work to their disadvantage! 
And might that not be strong enough so that they would not want 
to come.in and locate here and make an investment here? 

Mr. Pou. Yes; I agree with you in that respect. 

Mr. Coon. So I am just thinking for the good of the country and 
for the possibility of getting more industry in here that maybe the 
flexible wage would have a little more uncertainty and really work 
against your interests here in getting new concerns and new invest- 
ment here. 

You do not feel that would be too much of a handicap? 

Mr. Pou. Well, I think that industry coming down to establish 
operations in Puerto Rico would like to know beforehand what is 
the minimum and how long it will prevail in order that they might 
be able to make their own estimations or economic programs. 

You see the policy in Puerto Rico, as soon as it is established, will be 
beneficial in spite of the fact that we do not pay any tax. 

Mr. Coon. That is all, Mr. Chairman. 
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Chairman Barpen. Mr. Zelenko? 

Mr. ZecenKo. I think when you were discussing the water rates 
with Congressman Metcalf you neglected to mention one phase of 
our problem. I hope you do not think I am presumptuous in bring- 
ing out that from the State of Montana they export raw materials one 
way or another. PS ae 

But do you not have a problem in your new industrialization of 
double water transportation instead of single? Do you not have to 
bring raw materials in, make them up, and then take them out? Is 
that not one of the problems of your economy? 

Mr. Pou. That is right. 

Mr. ZeLeENKO. You forgot to mention that. I hope you do not mind 
my bringing it out. It may have something to do with your water 
rates. 

Mr. Pox. That is right. 

Mr. ZeLENKO. Congressman Smith called your attention to the fact 
that you were advocating leaving the power in Washington to deter- 
mine your wage rate eventually. That is a gross concept of your 
scheme. 

Now back in the States most industries wish the Government to 
step out, and the Government wishes to step out of industry if pos- 
sible. Here, according to your plan, as I read it, you are asking for 
more power to be put in the Government. 

Congressman Coon brought out the uncertainty, on the proposition 
of flexibility. 

If you had collective bargaining and, let us say, there was a con- 
tract for a year or two in an industry and some new business wanted 
to begin operations, they would know their prospective labor position 
accurately. That is they would know where they stand when they 
come in; the Government would be out. Usually collective bargain- 
ing results in some rate that is above the minimum. But, in any event, 
it is a rate that satisfies labor and management. 

The minimum wage is put in by the Government injecting itself to 
proces a worker, to raise his living standard. Do you not feel, there- 

ore, that the strengthening of labor unions or collective bargaining 
or both would eliminate the very problem that you, I think, are going 
to create and make larger by asking Washington to step in? 

In other words, if you had a Secretary of Labor that was proin- 
dustry, he might say, “Well, this rate is too high.” If he is prolabor, 
“The rate is not high enough.” In any event, if the rate is not satis- 
factory to both sides, eventually it ruins an industry, does it not? 

Mr. Pox. That is right. 

Mr. ZretenKo. Do you not feel, therefore, that this recommenda- 
tion by the Nathan group, has some merit and might solve your prob- 
lem and eventually eliminate this business of flexibility and industry 
hearings, by strengthening collective bargaining and unionization, 
and that would help industry itself, would it not? 

Mr. Ortiz. Shall I answer that question ? 

Mr. Por. Will you answer that question ? 

Mr. ZetenxKo. That was more of a speech than a question, but it is 
a question. 
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In other words, what I want is your viewpoint on that. Do you 
think there is some merit in that question of mine? Without com- 
mitting yourself, is it worth your exploration ? 

Mr. Ortiz. You mean the strengthening of labor unions? 

Mr. ZELENKO. Collective bargaining and the strengthening of labor 
unions. 

Mr. Ortiz. I do believe and I am sure most of my colleagues believe 
in collective bargaining. It is here to stay. We believe in collective 
bargaining. And I would pray to God that all wages in Puerto Rico 
were fixed through the medium of collective bargaining instead of by 
the government. 

I believe in a free economy, and I believe honestly and sincerely in 
strong labor unions and in strong employes’ unions, and let them bar- 
gain collectively to decide freely, openly, what the minimum should 
be, instead of the government. That is our position. 

Mr. ZeLENKO. Instead of using the word minimum, that would end 
up in what. would be a fair wage. 

Mr. Ortiz. Or the maximum. 

Mr. Zetenko. Or the maximum. 

Mr. Ortiz. Or the maximum, if you please. 

Mr. ZELENKO. If the employer does not make a profit there is no- 
body to work for. If the worker does not work enough he gets poor. 

In any event, the government is out. 

Mr. Ortiz. Right. 

Mr. ZeLenxKO. All right, sir. Thank you. 

Chairman Barpen. Mr. Powell? 

Mr. Powretu. Mr. Pol, the chamber of commerce, through the pres- 
ident, represents roughly what percentage of management of Puerto 
Rico? 

Mr. Pot. What percent ? 

Mr. Powe.tt. What percentage of management of Puerto Rico be- 
longs to the chamber of commerce? What percentage? About. 

Mr. Pot. You mean the membership ? 

Mr. Powerit. Yes. What percentage of the total number of em- 
ployers belong to the chamber of commerce? Roughly. 

Mr. Pot. We have 900 members. 

Mr. Powe.u. That would be what? 

Mr. Pov. And they represent practically the economic forces of 
Puerto Rico. 

Mr. Poweu. Practically the economic force of Puerto Rico? 

Mr. Pou. That is right. 

Mr. Powe... I do not want to appear, Mr. Chairman, to be off on 
a tangent, but to me something very vital has been raised here by Mr. 
Pol today, and I would like to just explore it for a moment. 

You believe, do you not, that Puerto Rico should be more a part of 
the a States such as becoming a State rather than a Common- 
wealth ¢ 

Mr. Pot. I believe in Puerto Rico becoming a State of the Union. 

Mr. Power1. You believe in that? Or that you should remain as 
i Commonwealth ? 


Mr. Pot. Oh, yes; I believe Puerto Rico should become a State of 
the Union. 


Mr. Powe. You believe Puerto Rico should become a State? 
Mr. Por. Yes, sir. 
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Mr. Powe tu. I asked you this question because I am coming down 
here again on the 16th with the Committee on Insular Affairs, and one 
of the things we propose to look into is whether Puerto Rico should 
remain a Commonwealth, become a State or have independence. We 
believe that that should be elected by the people of Puerto Rico. And 
I think—I am talking personally now, but this is really the core of our 

roblem—that here we sit, a group of people from the mainland of the 
nited States, trying to tell you good people here, two-million-plus, 
what you should do, and 

Chairman Barpen. We are not coming down here to tell the people 
of Puerto Rico what they should do. 

Mr. Powe ut. If we introduce legislation that is passed by Congress 
it will be telling them, Mr. Chairman. 

Chairman Barpen. We are trying as best we can to find out what 
we should do. 

Mr. Powetu. That is what I mean. 

Chairman Barpen. And I would not want to leave the impression 
that we are down here in the capacity of a group of policemen to try 
to order them. 

Mr. Powewu. We are seeking their advice. 

Chairman Barpen. If we will keep our train on ‘the track it will 
help. 

You are going to investigate the insular affairs later on. 

But we are not on that. 

Mr. Powe... We are seeking their advice; are we not? 

Chairman Barpen. I am seeking all of the help and information 
I can possibly get, and we will need every bit of it. 

Mr. Powe. That is correct. 

Chairman Barpen. In order to handle this legislation. 

And, frankly, I do not construe statehood or nonstatehood to be one 
of our problems. 

Mr. Powe... But we are seeking their advice. 

Chairman Barpven. Yes. If they have some advice pertinent to 
what we are here for I would be awfully glad to get it. 

Mr. Powexii. What I would like to find out from this gentleman, 
who represents the economic forces of this island, is his advice 
on whether we can operate better as a Committee on Education and 
Labor if they were a State of the Union rather than a Commonwealth. 
That is all 1 am asking. 

Chairman Barpen. Well, if the gentleman has no objection to 
answering it I have no objection to listening to it. But I do not see 
where it has any real place in our record. , 

Mr. Powext. The only reason I raise that question—not the only 
reason but one of the reasons—is because it was raised recently— 
and I don’t want to ge into it because this is probably in confidence, 
but you were present—that there are some forces here who feel that 
maybe what we are doing is unconstitutional, you see. 

Chairman Barpen. Well, Mr. Powell, don’t you have a feeling you 
are a little off our reservation / 

Mr. Powriti. No. I think this is the core of it, Mr. Chairman. I 
think right here we are putting our finger on it. 

Chairman Barpen. I don’t. And I think if we pursue that line 
we will probably spend a lot of time in the island and go back without 
the information we came for. 
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Mr. Powr.u. I can assure you I am not going to spend more than 
16 seconds more. 

This gentleman is extremely honest and has given excellent. testi- 
mony, by the way. He has been very honest in answering questions. 

I would like to get from you, representing the economic forces here, 
the answer to my question. And I believe you have given it. You 
believe in statehood. Do you believe in statehood ¢ 

Mr. Pou. Yes, sir. 

Mr. Powreiu. Thank you, sir. 

Chairman Barven. I wish to thank the witness and assure him 
that, as far as I am concerned, we came here as a committee of Con- 
gress to try to inform ourselves; and to better equip ourselves to help 
you with a rather complicated wage problem. 

’ I try to be practical enough, in political life, not to dig up any 
more snakes than I can kill. And I would like to stick with that 
habit in this situation. 

But I would like to make a comment on the recent amendment 
which attempted to speed up the industry committees. As far as we 
could learn, they were not functioning rapidly enough to satisfy 
business or labor or anyone else. Our problem was simply the alter- 
native of a minimum wage expressed in terms of a fixed amount, or 
a graduated wage which definitely was the same thing, or the industry 
committees which left an opportunity for flexibility. And we left 
them here among you people, with some of you people on them. 

But I don’t think your propostion was ever discussed. And I, for 
one, shiver at the proposal on page 6 of your statement, where the 
Secretary of Labor would have the power to approve any rate, to 
disapprove any rate and refer it for further hearings, or to adjust 
the rate at any level between the existing rate and the rate determined 
by the examiner. I could not go along with that. 

And I do not think the Government’s fixing wages, which would 
certainly become maximum wages, would be healthy either for labor 
or for industry . 

The second thing is this. I have always feared a strong centralized 
government. I have visited too many all over the world. The trouble 
with a strong centralized government is that once you start in that 
direction you wind up with one man instead of the trimmings that 
you suggest. 

I am glad to have your views, and I presume you present them feel- 
ing that they are the sentiments of all of your group. 

Mr. Pox. Those are the sentiments of the group, of these various 
institutions. We had our last meeting last night, and they decided to 
present this sort of recommendation to you. In other words, it is 
the recommendation of the group, the Chamber of Commerce, the 
Manufacturers Association, the Commonwealth Manufacturers Asso- 
ciation, and the Needlecraft Association. 

Chairman Barpen. Isn’t it a great government we live under when 
we can say what we please, and if the other fellow doesn’t like it it 
is just too bad ¢ 

I am awfully glad you came. And, while I cannot concur in your 
recommendations, I certainly defend your right to present them. 
We are glad to have them, and some of the committee members may 
agree with them. 

Thank you very much. 

70428564 
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Did you want someone else to make a statement ? 

Mr. Pou. No, sir. 

Mr. Zetenxo. Mr. Chairman, before the next witness, would you 
give me time for about 30 seconds to read into the record a letter 
from Governor Harriman, of New York ? 

We in New York have some slight interest in these hearings, and 
I would like to just express his views. I have circulated a copy of 
the letter all over the table, and it will take me about 30 seconds to 
read it. 

Chairman Barpen. I yield to the gentleman for such time as he 
desires. 

Mr. ZeteNKo. This letter was written to me by Governor Harriman, 
dated November 15, 1955: 


DEAR CONGRESSMAN ZELENKO: I was pleased to learn that you will accompany 
the group which is going to Puerto Rico to conduct hearings on the problem of 
minimum wage. 

Of course, I am in favor of building up Puerto Rican industries as much as 
possible, and I believe there should be some equitable relationship between the 
wages of Puerto Rican workers and the workers of’ New York State, especially 
in industries where there is competition. 

While, in the main, I would say that our economy is not greatly affected by 
competition with Puerto Rico, there are a few industries in the State where the 
lower wages in Puerto Rico may have some unfavorable effect. I understand 
that the International Ladies’ Garment Workers’ Union will be represented 
at the hearings by experts who will have evidence on the impact of Puerto Rican 
competition on their industry. 

The establishment of a minimum wage floor in Puerto Rico, supplemented by 
industry committees, would have a salutary effect. With the rise in the mini- 
mum wage floor on the mainland existing differentials can be preserved by rais- 
ing the wage in Puerto Rico. 

Sincerely, 
AVERELL HARRIMAN. 

Chairman Barpen. Mr. Quifones ? 


STATEMENT OF JOSE RAMON QUINONES, OWNER, RADIO AND 
TELEVISION STATIONS WAPA, SAN JUAN, P. R. 


Chairman Barpen. Will you identify yourself for the record, please, 
sir? 

Mr. QurNonsgs. Yes, sir. 

My name is José Ramén Quinones. I was born in Puerto Rico and 
have lived here all my life. I went to high school and college in the 
State of New York, where I graduated as a bachelor of law. I was 
district attorney in different cities of our island for 12 years. Later 
I was special district attorney in the Department of Justice, assistant 
and acting United States district attorney, and president of the Pub- 
Be <8 apes Commission of Puerto Rico. This is my record as a public 
official. 

My family for several generations were farmers, and I have dedi- 
cated a great deal of my time since I left the Government to looking 
after my sugar and coffee farms. For the last 9 years the farmers of 
Puerto Rico have had enough confidence in me to elect me year after 
year president of the Puerto Rico Farm Bureau, which is an integral 
part of the American Farm Bureau Federation. 

Naturally, as a conscientious citizen, I am very much interested in 
the progress and welfare of the island of Puerto Rico, which is an 
integral part of the United States of North America. 
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Soon after I returned with my law degree, our Nation entered the 
First World War, and I, as most of my friends, voluntarily joined 
the Armed Forces of our Nation. In the Second World War I offered 
my services to the United States Navy and was rejected on account of 
physical disability. I had the privilege of serving in different com- 
mittees on the war efforts, among them the committee that investi- 
gated enemy aliens in Puerto Rico, to which I was appointed by the 
United States Attorney General. 

A few years ago I applied for and obtained a franchise for radio 
and television stations, WAPA-Radio and WAPA-TV, which are 
operating in our capital city, San Juan. 

Puerto Rico, since Ponce de Leon, our first governor, arrived, has 
developed on agriculture almost exclusively. Our magnificent record 
in the construction of schools, roads, hospitals, and waterworks rep- 
resent the sacrifices, ingenuity, and hard work of the farmers of this 
island upon whose shoulders has rested the responsibility of support- 
ing our government and its people. The farmers of Puerto Rico have 
done a magnificent job, and whatever progress of civilization we have 
made we owe largely to that class. 

I would be remiss, however, if I did not point out that we have 
had generous help from the Federal Government in the construction 
of our public ile 

In recent years our commonwealth government has embarked upon 
an ambitious program of industrialization. What is the object? 
What does the commonwealth government look for ? 

There is only one answer—to continue our progress, to raise the 
standard of living of our people, to look for additional income so 
that we may copy in a small way what you have done in the mainland, 
because Puerto Rico cannot continue to progress if it must depend 
on agriculture only. 

Now a perplexing question has come up. What laws and regulations 
are necessary to encourage this ambitious program of industrializa- 
tion and at the same time eliminate any semblance of unfair compe- 
tition with mainland industry ? 

We do not have, up to the present—and I don’t think we will have 
in the future—any big industries like you have in the mainland, 
mainly because we do not have the raw materials on which to base large 
industry. The cost of transportation of this raw material from the 
mainland to Puerto Rico is great because the United States coast- 
wise me ing law applies to Puerto Rico not only when bringing this 
material but when shipping it back once we have elaborated or proc- 
essed it. Moreover, kdl ed labor is not trained in a year; it takes many 
years. That would be true even if our laborers were as highly edu- 
cated as the laborers in the mainland, which is not the case. 

One recommendation I would like to make is that in any industry 
in Puerto Rico that does not compete with industry in the mainland 
we should insist on having the highest: wages possible, but the same 
rules and regulations which apply to other industries should not apply 
to the noncompetitive industries. Regulations of these local non- 
competitive industries should be left entirely to the commonwealth 
government which can be depended on to see that the wages paid will 
be the highest possible without destroying them, since unemployment 
is the best seed for discontent and communism. 









46 MINIMUM WAGES FOR PUERTO RICO AND VIRGIN ISLANDS 


I make this recommendation because wages in some industries in 
Puerto Rico already have been increased too far. This, I say from my 
own experience. In this island there are two television stations, both 
of which have lost thousands of dollars monthly since they first began 
to operate. Up to now we have not covered expenses in any month. We 
were summoned to appear before the Special Industry Committee, and, 
although we proved our losses and offered our books for their inspec- 
tion, the facts were ignored and our minimum wages were increased 
almost 40 percent. 

If this committee will ask the United States Department of Com- 
merce to send you statistics as to the wages paid in all the neighboring 
countries in this Caribbean area, you would be able to appreciate 
how far ahead our wages to labor are compared to those paid in any 
country in this part of the world. 

As a result of our great progress in agriculture and the good start 
in our industrialization program, Puerto Rico has become one of the 
largest customers of farmers, manufacturers, and businessmen in con- 
tinental United States. In the last fiscal year, for example, our pur- 
chases from the mainland had a total value of $524 million. Even the 
Republic of Cuba, which has a population 3 times as great as that of 
Puerto Rico and which is privileged to sell almost 3 times as much 
sugar on the United States market as Puerto Rico can sell under the 
Federal Sugar Quota Act, spent only about $430 million for United 
States goods, or about 20 percent. less than Puerto Rico spent. 

However, we are not content with that $524 million of goods we 
import from the United States. We hope to raise our purchases to 
at least $1 billion at an early date. But we can do that only if Congress 
legislates wisely with respect to wages and other matters in Puerto 
Rico. Members of the committee, we are in your hands. Our future 
is up to you. We have not one single vote in Congress, and, therefore, 
we are dependent on your good judgment and your sense of fair play 
and justice if we are to develop and progress. 

Obviously we cannot develop further unless our industries are per- 
mitted to grow in an orderly manner and to provide work and press 
ment for more and more of our people. 

Our boys who fought beside your sons and relatives in World War I, 
in World War II, and in the Korean war deserve a chance to raise 
their standards of living; a chance to enjoy standards approaching 
more closely those prevailing in the 48 States of our great Nation. 
If they are to have that opportunity they can only get it with the 
help of Congress. 

I am sure that every responsible businessman, farmer, and profes- 
sional man in Puerto Rico joins me in the hope that the wages of the 
working people of Puerto Rico can be raised substantially in the future 
as a means of further improving their living standards. However, we 
must be sure that these increases do not come so fast as to drive out of 
existence the existing industries and new industries which provide this 
employment. We must approach our objective in an orderly and 
gradual manner. 

Television has made a good start in Puerto Rico, even though today 
we continue to operate in the red. We feel confident that this new 
industry can be put onto a sound financial basis before too many 
months have passed, but that will not be possible if our wage rates 
arbitrarily are increased so fast that we will not have sufficient capital 
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to pay our workers and still remain in business. It will be a tragedy 
for the American citizens living in Puerto Rico and a reflection on the 
United States Government if wages are increased so rapidly as to 
destroy our sources of employment and income. 

Gentlemen, allow me to thank you for giving me this opportunity 
to come before you. I am sure you will give most serious consideration 
to our problems that mean so much to the inhabitants of this island, 
who are loyal American citizens. 

Thank you. 

Chairman Barpen. Thank you very much. 

Mr. Powell? 

Mr. Poweu.u. No questions. 

Chairman Barpgen. Mr. Metcalf? 

Mr. Mercaur. No questions, Mr. Chairman. 

Chairman Barpen. Mrs. Green ? 

Mrs. Green. No questions. 

Chairman Barpen. Mr. Zelenko? 

Mr. ZeLeNKO. No questions. 

Chairman Barpen. General Smith? 

Mr. Smira. Does the Puerto Rican government own any farmland? 

Mr. QutNones. Yes, sir. 

Mr. Smiru. What percentage? 

Mr. QurXones. In sugar they produce 10 percent of our production. 

Mr. Smirn. What percentage of the farmland in Puerto Rico is 
-owned in fee simple by the individual owners ¢ 

Mr. QutNones. I don’t know. I can get you that. 

Mr. Smirn. How did the government acquire this land? 

Mr. QuiNones. A number of years ago there were a number of large 
corporations who owned sugar land and sugar mills. And there was 
a law passed, if I remember right, in 1900, in Congress, saying that no 
one, no corporation, should own over 500 acres. ‘That was in our 
statute, in the Federal statute, but it was never put into effect. 

And when this new government came into power they put the teeth 
into it, and a number of those big corporations had to sell their land. 
That is how the government bought it. 

Mr. Smrru. Does the individual sugar farmer or cane raiser have 
an allotment.of acreage that he can raise? 

Mr. QutNongs. No, sir, we do not have. The United States Govern- 
ment, in the sugar law, gave us a certain quota, and we cannot go over 
that quota. And they allow Cuba to send to the States three times 
as much sugar as we do. 

Mr. Smirn. But no individual in Puerto Rico has said that you can 
only have 4 acres of cane or 5 acres of cane? 

Mr. QuiNones. No, sir; privately, no. 

Mr. Smiru. That is all, Mr. Chairman. 

Chairman Barpen. Mr. Bosch ? 

Mr. Boscu. No questions. 

Chairman Barpen. Mr. Coon ? 

Mr. Coon. Yes, I have a question. 

You say here your minimum wages were increased about 40 percent. 
How long ago was that? 

Mr. QurXonrs. That was just about 3 months ago. 

Mr. Coon. Did the industry committee hold a hearing? 

Mr. QutNones. Yes, sir. 

















48 MINIMUM WAGES FOR PUERTO RICO AND VIRGIN ISLANDS 





Mr. Coon. On your industry # 
Mr. QurNones. Yes, sir. 

Mr. Coon. Did they give you any reason why or how they could 
justify 40 percent when you were losing money each month ? 
Mr. QutNones. No reason whatsoever. They have the power, 


period. 
Mr. Coon. Did you think 40 percent was too much of an increase? 
Mr. QurNones. Of course. hen you are losing money how can 
you raise the wages? 


We told them we could show our books, and “if you want to kill an 
industry go ahead and raise the wages when they are losing money.” 

Mr. Boscu. Would the gentleman yield ? 

Mr. Coon. I yield to the gentleman from New York. 

Mr. Boscu. What is the minimum rate you pay today ¢ 

Mr. QutNones. Today, 75 cents. That is only to the boys that clean 
the floors and this and that. Because the art is just like in the States. 

Mr. Boscu. What is your average rate ? 

Mr. QutNongs. We pay over a thousand dollars for an announcer. 
It is just like in the States. A pretty girl with a pretty body and a 
pretty voice gets more than the person in the United States. 

Mr. Boscu. That is a very good analogy. 

Mr. QurNones. You understand my language. 

Mr. Boscu. A pretty girl is like a pretty euody. 

Mr. QutNonrs. Unless you take achorus. That is a funeral march. 

Mr. ZeLenKo. I would say that the reason the cost of living here is 
so high is because all the women are beautiful. 

Mr. Powe. On that we ‘ 

Mr. QurNoners. I will tell you what happened to me, sir. I went to 
college and high schools in the States. And every morning all the 
kids used to get up, and the teacher would make you sing “Give me 
liberty or give me death.” I took it seriously and remained a bachelor. 

Chairman Barpen. Thank you very much. Could you identify the 
industry committee that heard your case? 

— QurNonzs. I’ve got the names in my office. I won’t forget 
them. 

Chairman Barpen. You could not identify it by its number ? 

Mr. QurNones. I don’t remember, no, sir. I can get it for you. 

Chairman Barpen. Was television represented ? 

Mr. QutNongs. Absolutely. We have one of the most able lawyers 
and CPA’s in Puerto Rico that makes a thorough study of our books. 

Chairman Barpen. I mean on the industry committee. 

_ Mr. QuiNones. There was a fellow that had a small radio sta- 
tion. 

Chairman Barven. A radio station? 

Mr. QutNonegs. Yes, sir. Not television. The television industry 
was not represented because they consider radio and television the 
same, I suppose. 

Mrs. GreEN. Mr. Chairman, may I ask a question ? 

Mr. QutNones. Mrs. Green, may I say something to you? 

Mrs. Green. It is a risk, but yes. 

. Mr. QutNones. Believe me, Mrs. Green, I am so glad to see you 
ere. 

I spent one morning before this committee in Washington when 
the Governor was testifying, and when he made an invitation and 
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forgot you the farmers of Puerto Rico had made up their minds that 
if you did not come down we were going to send a bunch of dirt farm- 
ers to bring you back here. 

Mrs. Green. The question I wanted to ask is this: 

You say that your wages were increased 40 percent ? 

Mr. QutNonss. Yes. 
Mrs. GreEN. What did you pay before and what are you paying 
now ? 

Mr. QuiNones. Fifty-five cents, and we pay 75 cents now. 

“Mrs. Green. Thatswa's to the announcers? To your top announcers! 

Mr. QuiNones. No, no. That was to the lowest people, the mes- 
sengers and those that clean floors. 

Mrs. Green. Did most of them work a 40-hour week ¢ 

Mr. QuiNones. Well, most of them do; others don’t. Because we 
set a wage and here, according to the law, they work 32 hours, and 
we have got to pay for 40. If they work in 1 day over 8 hours it 
makes no difference. If they work only 30 hours a week and they 


work over 8 hours a day you have got to pay them double for that 
over 8 hours. 


Do you understand what I mean ? 

Mrs. Green. Yes. 

I thought a lot of the employees in radio and television stations 
worked only a few hours a week or a month. 

Mr. QurNongs. The stars; yes. They come up and smile and “Give 
me a check.” 

Mrs. Green. You pay them more than 75 cents, I take it ? 

Mr. QutNones. Oh, yes. 

Mrs. Green. One other question. 

On the first page of your statement you said that you look after 
your sugar and coffee farms. How many acres do you farm? 

Mr. QutNones. In my sugar farms I have about 170 and 230 acres 
of sugar land, and in coffee the plantation is 344. 

But the cyclones and hurricanes we have had, just like the one 
we sent you recently up north, wiped us out. It was a very critical 
economic situation. 

Mrs. Green. Are you under this 500-acre quota ? 

Mr. QurNones. No,ma’am. That is only for corporations. 

Mrs. Green. I thought the law was limited to 500 to any individual 
or corporation. 

Mr. QutNonrs. No,ma’am. Only to corporations. 

Mrs. Green. That is all, Mr. Chairman. 

Chairman Barpen. How much more farmland would it take to 
make as much money as you are losing in your television station ? 

Mr. QutNones. I Mien need a farm in Kansas, and then I would 
make money. 

Chairman Barpen. Thank you very much, sir. 

Mr. QurNones. Thank you. 

Chairman Barven. We will take a 5-minute recess. 

(Whereupon, a short recess was taken. ) 

Chairman Barpen. From the needlework industry I believe there 
are three witnesses who prefer to be heard together. Is that right? 

Or do you want to be heard individually ? 

Miss Arcexay. Individually. 
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STATEMENT OF MISS MARIA LUISA ARCELAY, MAYAGUEZ, P. R., 
VICE PRESIDENT, PUERTO RICO NEEDLEWORK INDUSTRY ASSO- 
CIATION, INC., ACCOMPANIED BY SAM SCHWEITZER, MAYAGUEZ, 
P. R., PRESIDENT, PUERTO RICO NEEDLEWORK INDUSTRY ASSO- 
CIATION, INC. 


Chairman Barpen. Will you please give the reporter your name? 

Miss Arcetay. Mr. Chairman and Congressmen, my name. is Miss 
Maria Luisa Arcelay, vice president of the Puerto Rico Needlework 
Industry Association, Inc. I am a resident of Mayaguez, P. R., a con- 
tractor in the needlework industry for the past 37 years. 

In commencing the testimony of the members representing the 
Puerto Rico Needlework Industry Association, Inc., it was agreed 
that it would be helpful to the members of the committee if a short 
history was made of the past and the present development of this in- 
dustry in Puerto Rico. We feel that in giving this background to 
the committee that it will reveal to them the manner in which the 
industry functions and the peculiar problems that confront this indus- 
try, which are not similar to any other industry in the continental 
United States. 

The needlework industry of Puerto Rico is considered by many 
economists as the second in importance, not only for the millions of 
dollars that it pays in salaries annually but also for the many thou- 
sands of workers that it employs and because not less than 75 to 80 
percent of these millions of dollars is paid in wages which go into 
circulation, increasing the purchasing power of the workers, and, thus, 
reflecting itself in the economy of the island. And, furthermore, its 
importance is attributed to the fact that it gives employment all year 
around and alleviates the situation in many homes, particularly in the 
rural section, during the dead or dull seasons in these industries that 
employ men, such as in the sugarcane and coffee industries. 

It was possible to develop this industry because when it started, 
with the exception of the teaching profession, there were no other 
industries or occupations in Puerto Rico that could give employment 
to women, and it was easy to get our girls interested. The knowledge 
they had of sewing, drawn work, and embroidery, as part of their edu- 
cation, helped in training them. To this we also must add the initia- 
tive, ability, and willingness of our women to learn. 

It started originally in a small way, to be sold in small linen gift 
shops, and the items consisted of handkerchiefs, collar and cuff sets, 
and table linens, all embroidered and drawn-worked by hand. 

A small factory was opened in Mayaguez and another in Ponce, and 
it was in these small factories that the first needleworkers were trained, 
and they really built up the foundation for our industry. This hap- 
pened in the years 1914-18. 

During the First World War, 1914-18, the European and Asiatic 
markets for handmade articles of embroidery and drawn work were 
practically closed to the importers of the United States. Manufac- 
turers who were established in the Philippine Islands were compelled 
to look for some other sources, and Puerto Rico, located near the con- 
tinent, without custom barriers between the island and the United 
States, offered advantages for the opening of factories, and firms oper- 
ating in the Philippines moved to this island, and in 1916 the first 
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shops were established for the making of ladies’ cotton underwear 
and blouses. This was really the beginning of the needlework indus- 
try in Puerto Rico. A year later three Toctuin were opened here 
in Mayaguez. 

In the latter part of the year 1917 a new line of work was added: 
table linens made with our typical drawn work and embroidery. Later 
on other factories were opened and the industry continued to grow. 

Puerto Rico enjoyed the prosperous years of the postwar and the 
needlework industry continued going up. In 1920 the handkerchief 
industry was started. 

With the ending of the war, peace restored in Europe, and transpor- 
tation facilities resumed, the manufacturers who had come from the 
Philippines renewed their connections there and moved back to their 
original sources of production. As a result of this, the quantity of 
work done in Puerto Rico began to decrease, especially in the type of 
underwear we are producing. And, as to the ladies’ blouses, the market 
for these was flooded with cheap merchandise, and, consequently, prices 
were constantly going down to the extent that the blouse manufactur- 
ers suffered severe losses, and by the year 1925 this item had practically 
disappeared from the island. 

In the meantime needlework contractors in Mayaguez—that had be- 
come the center of the industry—in their efforts to retain the industry, 
helped and stimulated by American manufacturers, copied the stitches 
made in France and Ireland and taught the workers how to make 
French hand rolling and bullion stitches, colored passed threads 
imitating the Swiss cords, and many other fancy stitches which were 
used in the embellishment of handkerchiefs, cotton underwear, and 
later used on household linens. So, in our endeavor to survive, we 
practically created a new industry, and added two important lines 
of work—handkerchiefs and household linens embroidered with 
colored cotton. 

Having no competition in this type of work, having also simplified 
the workmanship considerably, we enjoyed the advantage of higher 
prices and the industry prospered and attained its highest peak during 
the years 1923 to 1927. 

In 1927 and 1928 the United States started to feel the first symptoms 
of the depression. By the end of 1929 this became acute and, probably 
you all remember, the economic conditions which caused a great in- 
dustrial chaos in the whole Nation. Puerto Rico, depending, as it 
depends, on the American market, naturally suffered the effects of 
this economic depression, and this, coupled with the large quantities of 
hand-made articles which flooded the United States from Europe, 
Madeira, and the Philippines, where goods were produced cheaper, 
forced a reduction in the labor prices to such an extent that in 1931 
the descending curve was really alarming; labor prices were at rock 
bottom, and many manufacturers and also contractors could not meet 
the keen competition, both from abroad and established amongst 
themselves, and the industry suffered another crisis. 

Struggling to straighten it, we survived until 1934 when the NRA 
was approved by the Congress of the United States, and this was 
made applicable to Puerto Rico. As soon as the NRA went into 
effect the needlework industry voluntarily got organized and drafted 
its own code. It was not mandatory under the law to do this, but we 
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wanted to be regulated as a prophylactic measure to clean the in- 
dustry and place it in a healthy condition so it could be of benefit to 
the workers and employers. 

With the enforcement of the NRA code, which imposed higher 
wages and shorter hours of work, another number of manufacturers 
and contractors vanished from the island. Manufacturers, who were 
operating here only, opened new factories in the Philippines, and 
others made connections in China and again the industry had another 
collapse. 

The NRA was in effect for 1 year only, as it was declared uncon- 
stitutional by the Supreme Court of the United States, but this 1 
year of its enforcement was enough to cause a hardship to the industry. 

But, in spite of all the instability and uncertainty affecting its 
growth and development, the industry continued in existence. The 
handkerchief industry, which had gone tops and had become the most 
important, was affected by the reciprocity treaty signed by the United 
States and Switzerland. China had copied quite successfully the 
Appenzell handkerchief and, when it was favored by the Swiss treaty, 
also copied the type of handkerchief produced in Puerto Rico. The 
imports of the United States of this type of handkerchief were of such 
magnitude that in less than 2 years the handkerchief business in Puerto 
Rico had been destroyed. A similar situation we are confronting at 
present, not only in handkerchiefs but also in all lines of work. 

During the session of Congress in the year 1938 the Fair Labor 
Standards Act of 1938 was passed. 

One night, without any warning, and by means of an amendment, 
Puerto Rico was included in the provisions of the law. 

The conditions and problems of the island were not considered, not 
even studied or investigated. Our industry naturally was included. 
No thought was given to the competition that we have to face from 
foreign countries, where none of these restrictions and regulations 
exist and where wages are below those paid in Puerto Rico. We were 
compelled to pay the same minimum wage applied to the industries 
in the mainland which operate and develop under conditions entirely 
different from ours. And, more important, as far as the needlework 
industry is concerned, it does not compete with domestic industries 
because there is no such hand-needle-work industry in the United 
States, 

Indirectly, the mainland competes with the Puerto Rican needle- 
work production as importers of handmade articles of embroidery and 
drawnwork are favored by low-tariff rates or practically none, and 
there is no limitation to the quantities that they can import from 
foreign countries producing similar items produced by us. 

And in regard to articles made by machine, much has been said and 
published about Puerto Rico being in competition with mainland in- 
dustries, but we firmly believe that Puerto Rico does not compete with 
the articles produced by machine in the United States. 

The greatest emphasis has been given to the branches that manu- 
facture brassieres and children’s dresses, which industries are highly 
organized in the States and controlled by powerful labor unions. The 
production that Puerto Rico can do and is doing constitutes such a 
small percentage of the domestic industry that it does not affect at 
all the workers who are actually working in those factories because 
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the production made in Puerto Rico is additional, that is, an expansion 
or an increase in the volume of business of the respective manufac- 
turers who have come down to establish factories in Puerto Rico, and, 
besides, supposing that this small percentage of business would affect 
the employment of workers in the mainland, the number would be so 
small and the opportunities for employment in the mainland are more 
as there are plenty of other similar industries to absorb those workers. 
Therefore, Puerto Rico will not be causing a hardship or creating 
unemployment. 

It is our honest opinion that the domestic industries are the ones 
which compete with ours, as it has been proven by the fact that the 
firm of Island Needlework, Inc., that manufacturers the well-known 
ladies’ silk underwear Yolande, dismantled 2 years ago the factories 
they had in Puerto Rico and sent the machinery to Pottstown, Pa., 
where all their production of this item is being made, thus leaving 
without employment thousands of women in different parts of the 
island who had been trained by Island Needlework, Inc., that is 
Yolande, and who had acquired the experience in the making of those 
garments. Island Needlework, Inc., that is, Yolande, had its main 
factory in Mayaguez and had 24 branches on the island, employing 
thousands of women who are now unemployed. Out of the 24 branches, 
today Island Needlework, Inc., only has 1 branch. 

And, as to the manufacture of children’s dresses, 7 or 8 factories 
that existed in Puerto Rico before the Fair Labor Standards Act went 
into effect have practically disappeared, and at present almost all of 
the production that was made in Puerto Rico is being made in the 
factories in the United States. 

We could exist then because the children’s dresses were embroidered 
by hand and sewn by machine. But when the minimum rates for 
Puerto Rico were increased the manufacturers who were sending work 
to Puerto Rico substituted, making them by machine because it was 
cheaper, and some of the stitches that were done by hand, such as 
smocking, fagoting, and even embroidery, were done by machine, and 
no longer is 1t necessary for them to send the work to Puerto Rico. 
The manufacturers and contractors in the mainland have taken a large 
portion, if not all, of this work from us. ) 

Furthermore, to make it more difficult to revive these branches of 
the industry and develop them again in the same volume as before, 
combining the machine sewing with the hand embellishing, Madeira 
and the Philippine Islands have entered into competition with us to 
favor the domestic manufacturers who are actually importing from 
these foreign countries collar and cuff sets, pockets, yokes, and other 
trimmings exquisitely embroidered by hand, which are being used 
in the manufacture of children’s dresses and ladies’ blouses, and today 
it is not imperative to send those articles to be finished in Puerto 
Rico, and almost all are being done in the United States. 

After 2 long years of difficulties, uncertainty, periods of complete 
closing of factories, and disruption of the industry, the Federal admin- 
istration came to our rescue and recommended an amendment to the 
wage and hour law in 1940, which Congress considered and finally 
approved, authorizing the Administrator of the Wage and Hour Divi- 
sion to appoint special industry committees. 

It took almost a year for the Administrator of the Wage and Hour 
Division to appoint the first industry committee for Puerto Rico, and 
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finally in the year 1940 the new wage rates were promulgated. These 
rates were higher than what the industry could afford to pay to com- 
pete with foreign countries, but we were compelled to comply with 
same. And if it had not been for the war that started in Europe, 
that again closed the European markets for the exportation of hand 
needlework to the United States, our industry would have disappeared 
then. 

It was also during this second war in Europe that the glove industry, 
which already existed before 1938, acquired more importance as the 
volume of ‘business in this particular line increased as the war closed 
European markets for gloves. 

Notwithstanding this European war, the Asiatic countries con- 
tinued producing in larger scale, taking advantage also of the situation 
created in Europe, until the attack of Pearl Harbor and the entering 
of the United States in the war, which left only two markets of im- 
portance—Madeira and Puerto Rico. Madeira had difficulties with 
the shipping facilities, and Puerto Rico was left alone as the only 
market in the world. 

But we could not enjoy this privilege to the fullest extent because 
Puerto Rico also suffered the effects of the submarine war, and the 
island confronted serious shipping difficulties during the years 1942 
and 1943, and the industry reduced its production to about 50 percent. 
By 1944 the shipping situation had improved and the industry initiated 
its first steps toward its recuperation and prosperity and continued 
ascending rapidly until it reached its peak in 1946 when it employed 
approximately 80,000 workers. 

When the reciprocity treaty with Switzerland was amended the 
handkerchief industry was revived, and again in 1944 it became one 
of the most important branches of the industry. It employed about 
18,000 workers with a payroll of $4 million, one-third of the total 
wages paid by the entire industry during that year. It is obvious 
the importance of that branch in the general picture of the industry. 

In the year 1947 the handkerchief industry started to move to China 
and the Philippines, and by the end of that year the effects had been 
noticed, not only in the reduction of the production but also in the 
total wages paid, which were lower than those paid in 1946. The 
year 1947 was not so good, in general, as 1946, and for this reason the 
disastrous effects of the tariff agreements with China and the resump- 
tion of the trade with the Philippines were not felt with all its force 
and vigor until 1948. The handkerchief industry disappeared grad- 
ually and at the present time we can assure, without hesitation, that 
no hand-embroidered handkerchiefs are being made in Puerto Rico. 
And as to hand-rolled edge that we retained after we lost the em- 
broidery, this also has gone to the Philippine Islands where the prices 
for labor do not admit competition. 

Just before the war started in the East the Philippine Islands and 
China had already begun to make gloves, handmade silk underwear, 
and infants’ wear. As time has gone on and peace restored and ship- 
ping facilities secured, more quantities are being produced, and today 

uerto Rico is feeling more keenly the competition from these foreign 
countries as is evidenced not only by the reduction of the production 
since the years 1948 and 1950 but also by the number of articles and 
quantities imported to the United States from these countries which 
are now making exactly-the same items as Puerto Rico is making. 
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Table or household linens that constituted the second important 
line of work in the needlework industry was affected considerably 
by the wage rates which were promulgated in 1945. The rates estab- 
lished for the various stitches used in the embroidery and applique 
werk on towels, bridge sets, scarves, doilies, and pillowcases were 
revised in 1949, and these new revised rates made it almost prohibi- 
tive to use them in the embellishment of these items. Similar goods 
produced in the Azores, Madeira Islands, China, and Japan are im- 
ported to the United States, duty paid, at prices much lower than 
what we have to pay here for labor only. 

At present household linens all done by hand have practically dis- 
appeared from the island. In order for us to retain the small business 
that is coming to the island we have had to combine machine-made 
blanks with hand touches and finishing, thus creating an inferior 
item that does not compete in quality and workmanship with those 
produced in foreign countries. We also make plain hand-thread- 
drawn hemstitched blanks here in Puerto Rico which do not compare 
favorably in workmanship and finishing with similar goods pro- 
duced in Ireland. 

The only advantage that Puerto Rico has up to now is that, due 
to the fact that being close to New York, it is unnecessary to buy too 
far ahead, and the Puerto Rican market is preserved more to get rea- 
sonably fast deliveries. 

Thus, the little business we are getting now is not steady and very 
uncertain. Should, however, labor wages go still higher it might well 
raise the prices to a level where it would be conceivable that the type 
of merchandise that we are still making would figure too high and 
it would be cheaper to get this from Ireland and have it shipped by 
airfreight in case of the need of a prompt delivery, for even paying 
the duty it might be possible to land these items in New York at a 
lower figure than they could be made in Puerto Rico. 

The situation is most serious as the volume of business Puerto Rico 
used to do in household linens has been gradually reduced. From 9 
factories existing in the year 1947, employing 5,005 workers with a 
payroll of $256,163, there are today only 3. In 1949 the number 
of workers went down to 2,585 with a payroll of $161,157. The figures 
for 1955 are not available, but we are sure that they will show a great 
reduction both in the number of workers and payroll. 

There were 36 importers of decorative linens in the year 1939, and 
these have been reduced to 7, 1 of which makes only art needlework 
models—no merchandise for resale. 


The new factories operating at een have been able to survive 
i 


because they are handling other lines, for the volume of business 
done in household linens only would not pay any one firm to exist. 

We consider it important to mention the fact that art linens did 
not enjoy the advantage that the last World War offered to other 
lines of work. Most of the material used in the making of decora- 
tive linens consists of linen fabrics imported from abroad, espe- 
cially from European countries such as Belgium and Ireland. So 
none could be had during the war. Whatever stock was available in 
New York got scarce, and when priority was secured to purchase same, 
then no transportation to Puerto Rico was available. The material 
was so heavy that it could not be shipped by air at that time because 
the airfreight rates were very high. 
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In 1934 when the NRA code was sorreree by the needlework 
industry of Puerto Rico, according to the figures given by the De- 
partment of Labor of Puerto Rico, our industry employed from 
60,000 to 80,000 workers. In 1940, when the first minimum rates 
were promulgated by the Administrator of the Wage and Hour Divi- 
sion, United States Department of Labor, the same number of work- 
ers were being employed. The minimum rates then were increased 
to 1214 cents per hour for hand operations and 25 cents per hour 
for factory operations. In 1954 the number of workers employed by 
the industry had gone down to about 30,000 to 40,000 according to 
statistics from the Department of Labor of Puerto Rico, and the 
minimum rates had gone up to 1714 cents per hour for hand opera- 
tions and 30 cents per hour for factory work on the following branches 
of the needlework industry ; Household art linens, handkerchiefs and 
scarves, cotton infants’ underwear, and infants’ wear. 

On June 6, 1955 the rates were again increased to 2214 cents per 
hour for hand operations and 40 cents per hour for factory operations, 
and the number of workers employed had dwindled considerably, 
and probably it has gone down. It is evident that the increase in the 
minimum wages has curtailed employment. 

About 80 percent of the workers in the needlework industry are 
homeworxers who have no chance to get work in other industries. 

Most of the workers employed at present by the new machine 
needlework industries are women who have been trained purposely 
for those factories. The homeworkers do mostly hand operations, 
and, on account of prevailing conditions in the homes and also our 
traditions, they are reluctant to leave their homes and go out to work. 

So, therefore, the new plants established in Puerto Rico have not 
absorbed those 30,000 to 40,000 workers who have been left without 
work. 

These factors must be taken into consideration in determining a 
minimum wage for Puerto Rico. Any increase in the present wage 
rates will cause a great hardship to the industry, reducing consider- 
ably its volume of business by curtailing production and, thus, caus- 
ing unemployment, thus defeating the purpose of the wage and hour 
law. 

The needlework industry has had recently an increase in wages, 
which has affected greatly the shipping of materials to Puerto Rico 
by manufacturers. In order for the manufacturers to continue send- 
ing work to the island it is necessary for them to modify all patterns, 
change the designs with considerable less work or make new styles. 
All of this publicity about investigation of wages and contemplated 
increases in salaries has created confusion, uncertainty and doubts 
amongst the mainland manufacturers, and they are reluctant to make 
future plans as far as the production in Puerto Rico is concerned. 

To understand this situation it is necessary to know that the needle- 
work industry in Puerto Rico functions on a contracting basis for 
labor only, as the materials and designs are supplied by the manu- 
facturers, while articles similar to ours are imported already finished, 
and in a great majority, including the materials, such as those im- 
ported from Ireland, Madeira and Japan. 

I have mentioned the disappearance of the handkerchief industry, 
and I want to make it clear that I have referred exclusively to the 
handkerchiefs made by hand. 
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When this branch of the industry disappeared from the island, con- 
tractors in this industry, in their endeavor to continue operating, 
developed another industry entirely new in Puerto Rico and which 
does not compete with the handkerchief industry in the United States. 
This consists of printed handkerchiefs, scalloped and embroidered by 
machine, in the manufacture of which special machines and skilled 
operators are needed. The handkerchiefs that are being made in the 
island by these factories is a copy of the Swiss handkerchief. There- 
fore, this other branch does not compete with the industry in the 
United States as this type of handkerchief is not produced on the 
mainland. In the town of Sabana Grande alone, the factories doing 
these machine-scalloped handkerchiefs are employing 1,200 workers 
with a payroll of $1 million yearly. 

About the year 1947 the blouse industry, that had practically van- 
ished from the island, reappeared again and it became another im- 
portant branch of the needlework industry because it gave employ- 
ment to many homeworkers who had no other hand needlework to 
do. In 1946 it reached its highest peak. One factory alone in Ponce 
employed about 520 workers with a payroll of over $100,000 in that 
year, and this was not one of the biggest on the island. That very 
same factory has discontinued operations since the actual new rates 
went into effect. 

Another factory, also in Ponce, in the year 1952 employed 1,253 
workers, with a payroll of over $123,000. That very same factory 
has employed up to August of this year only 330 workers, with a 
payroll of about $30,000. 

I have taken these 2 factories from Ponce as an example because 
these 2 contractors were really the ones who have remained in the 
blouse business for a longer period of time than the other contractors 
on the island. 

The blouse industry today in Puerto Rico is confronting the com- 
petition not only from foreign countries but also from mainland 
manufacturers who are importing from Madeira and the Philippine 
Islands embroidered collars and cuffs, pockets, and other trimmings 
that are used to embellish blouses, and the machine work is being 
done by domestic contractors and factories. 

You will have noticed that I have not discussed much the glove 
industry because Mrs. Domenech, with greater experience in this type 
of work, will give you all the details about the origin and develop- 
ment of it in Puerto Rico. 

In conclusion, I want to emphasize the following facts: 

1. The needlework industry in Puerto Rico has two different divi- 
sions, that is, the classical needlework industry that we have devel- 
oped and which T have just described, and the needlework industry 
of articles produced all by machine. The needlework industry which 
we call classical consists of the groups or branches listed below, that 
are covered by the wage order of the Administrator of the Wage and 
Hour Division of the United States Department of Labor, as follows: 

. Gloves 
. Household-art linens 
3. Blouses 
. Ladies’ cotton underwear 
. Ladies’ silk, nylon, and rayon underwear 
. Children’s dresses 
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7. Infants’ wear 
8. Handkerchiefs and scarfs 
The all-machine needlework industry consists of the following: 
1. Brassieres 
2. Men’s and boys’ clothing 
3. Ladies’ dresses 

2. The needlework industry that we denominate classical is a hand- 
made industry that does not compete with any similar industry of 
the mainland because no such industry exists in the United States. 
That, while it does not compete with mainland industries, and, there- 
fore, does not impose a hardship to any established industry in the 
United States, it has to face the competition from foreign countries 
where such restrictions of hours and wages do not exist, and are, on 
the contrary, favored by the tariff treaties and the universal trend 
of the reduction of custom barriers. 

3. Handmade industries thrive in countries where the economic ; 
resources are limited and the population is out of proportion. There- : 
fore, Puerto Rico has to compete with such countries as China, Japan, 
the Philippines, and Madeira, where the standard of living is much 
lower and where the people work for practically nothing. This is a 
fact that should not be overlooked. | 

4. Even though the government of Puerto Rico is directing all its | 
efforts and is fighting desperately to create more sources of employ- 
ment, the task of industrializing a country that is essentially and po- 
tentially agricultural takes time, and the existing sources of work and 
employment should not be handicapped. This industry employs thou- 
sands of persons, gives work all the year round and is helping in the 
solution of our economic problem. It should be given special con- 
sideration and its problems should be studied thoroughly because any- 
thing done to cause further unemployment in rural areas will create 
undue hardship upon these people who have no other source of income. 

5. We are not opposed to higher wages for our workers. On the 
contrary, we would like to pay higher wages to better the conditions 
of our workers. We are of the sincere opinion that paying the highest 
wages possible is better than to establish wages which could cause a 
hardship to the industry and thus curtail employment. 

6. It has been shown that every time that wages have been in- 
creased the production of the needlework has been reduced and the 
opportunities of employment affected. 

The question to be considered is whether it is advisable and eco- 
nomically practical for the island to have a few workers earning higher 
wages and let the majority struggle for an existence or starve. Judg- 
ing from the drop in employment, as the wages have been increased, 
it is clearly proven that our industry should be given special con- 
sideration and its problems studied very thoroughly. 

7. Handmade articles constitute, in part, a luxury, and its market 
is affected more by economic conditions. At present the buyers’ resist- 
ance to pay higher prices is provoking an accumulation of stock and, 
as a consequence, lower prices. Large stocks and lower prices result 
in less production and inability to maintain higher wages. Any 
tendency to increase wages in an industry like ours will curtail pro- 
duction, create unemployment, and will defeat the purposes of the 
wage and hour law. It is the demand that causes prices to go up. 
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8. The raising of tariffs will not solve the situation of the foreign 
competition. These tariffs would never be high enough to absorb 
the difference in the cost of labor. The universal policy is to reduce 
and eliminate tariffs to permit the free exchange of products. The 
reciprocity treaties negotiated by the United States with foreign 
countries show that Puerto Rico cannot count on getting considera- 
tion for higher tariffs. 

9. The Administrator of the Wage and Hour Division, United 
States Department of Labor, when he approved the recommendations 
made to him by Special Industry Committee No. 15, for the first time 
gave out a statement analyzing the evidence submitted to him, and, 
after further investigations, he found out that the wages that were 
recommended were the highest that the industry could afford to pay. 
These are the minimum wages in effect since June 6, 1955. 

10. Summary of facts: 

There are so many angles to this problem that in order to obtain a 
correct view of same it 1s necessary to summarize the essential facts 
in the whole picture. 

(a) The pressure in Congress has been brought about by groups 
under the leadership of labor unions based on the theory that 
Puerto Rico is, or it might come to be in the future, an area within 
the national economy wherein unfair oe wane is allowed to 
develop against the rights of continental laborers and employers. 

(5) This committee is able to scrutinize the realities of the in- 
dustries in Puerto Rico in order to determine to what extent these 
continental labor unions are right and to what extent they are not. 

(c) A careful consideration of the whole industrial picture of 
the island will undoubtedly bring the committee to the conclusion 
that industrial activities in Puerto Rico could be reasonably 
classified in three different groups, to wit: 

1, There may be a group of industries which may be con- 
sidered competitive industries with similar fully developed 
continental industries. 

2. There is another group of industries in Puerto Rico 
which may compete with similar industries in the United 
States, but which are of small value or of economic im- 
portance to the continent, but are of great importance 
economically and industrially to Puerto Rico. 

3. There is another group of industries, many of which 
are branches of what we salt the needlework industry, which 
are producing goods in Puerto Rico for the continental 
American market in competition with foreign countries. 

(d) If the application of the Federal Fair Labor Standards 
Act has, as its main purpose, the avoidance of unfair competition 
within the national economy, the enforcement of the Federal 
wage law to the second and third groups in Puerto Rico would 
be unnecessary. 

(e) For the same reason, the Federal wage law should apply to 
Puerto Rico, to all industries which would fall within the classi- 
fication of the first group, that is, the competitive industries. 

(f) It is the avoidance of any possible unfair competition 
against labor that should be considered the aim of any measure 
to be taken in justice to continental interests, and in justice also 
to the Puerto Rican interests. 

70428—56——5 
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(g) Having the above idea in mind, we could point out that 
whatever measure be taken by Congress to the effect of avoiding 
unfair competition in Puerto Rico should be based on the follow- 
ing principles: J 

1. Fair competition cannot be attained with the same uni- 
form wage rates in the continent applied to the island due 
to geographical, psychological, and economic factors which 
call for the recognition of differential factors, such as: 

2. Freight, insurance, and other changes of cost when the 
article is to be produced in Puerto Rico. 

3. Insufficient and inefficient output for the production of 
such goods in Puerto Rico result in higher cost per unit. 

4. Undeveloped industrial technique in Puerto Rico affects 
the efficiency of labor and requires higher charges for training 
and developing. 

5. Any other differential which may be brought as a mat- 
ter of evidence in the consideration of any individual in- 
dustry by a wage committee, by the Administrator, by an ex- 
aminer or by any industrial authority which the law may 
provide for the consideration of these factors. 

(hk) The complete picture of all these realities show that the 
principle of flexibility in fixing minimum wages, although indis- 
pensable, is not sufficient to eliminate confusion, delay in action, 
and injustice or misunderstandings which might be created 
either in Puerto Rico or in the States. In this respect I respect- 
fully express my humble opinion as to the possibility that such 
confusion might be creme 2 for the creation of pressure groups 
in Congress. 

(¢) We believe the conditions in our industry, which I have had 
the privilege to present to you, leave little doubt that a flexible 
minimum wage system is required for highly varied indus- 
tries in Puerto Rico. This flexibility requirement should be al- 
ways considered by the members of the committee as absolutely 
necessary for the solution of the problem of minimum wages in 
Puerto Rico, together with the facts shown in this summary to 
the effect that the second and third groups of industries herein- 
above mentioned should not be subject to the effects of the Federal 
law, and that the Federal law should only be applicable to the 
first group, that is, to the group of competitive industries, with 
the corresponding provisions authorizing wage committees or 
whatever authority be kept in the law for the purpose of fixing 
wages, to establish the corresponding minimum wage under the 
Federal minimum after deducting all differential factors in order 
that, once the Puerto Rican minimum is fixed, it should be con- 
sidered as a fair competitive wage level. 

Thank you. 

I have here, if you wish me to show them to you, samples of the 
work that is being done in Puerto Rico, to show what I said about 
foreign competition and the fact that since June 6 we have had to 
change our work patterns and everything. 

These are hand-rolled handkerchiefs from the Philippines, im- 
sia from the Philippine Islands by a firm on Madison Avenue, 
New York, and they were landed in New York, duty paid, for 50 
cents a dozen. The same handkerchiefs in Puerto Rico, hand-rolled, 
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at the present rates would cost $1.47. The workmanship of those 
handkerchiefs is perfect according to the standards that the handker- 
chief manufacturers have set up. 

Chairman Barpen. You say this handkerchief is landed in New 
York, duty paid, at what price? 

Miss ArceLay. Fifty cents a dozen for labor. 

Chairman Barven. Fifty cents a dozen ? 

Miss ArceLay. They are hand-rolled. 

Chairman Barpen. Under the present price of producing the same 
handkerchief in Puerto Rico, what would it cost you to deliver this 
handkerchief ? 

Miss ARcELAY. $1.47. 

Chairman Barpen. Then it is the Philippines that are hurting 
Puerto Rico? 

Miss ArceLAy. Exactly. That is what I say—foreign countries. 

Mr. Merca.r. I did not understand. Was it 50 cents for labor or 
50 cents landed in New York? 

Miss Arcetay. No; 50 cents for labor in the same put-up, ribbon 
and everything, landed in New York, duty included. 

Chairman Barpen. Duty included ? 

Mr. GraHam. Does that include the cost of goods or just the wages? 

Miss Arce.tay. Labor only. 

Chairman Barpen. I believe this is a linen handkerchief. 

Miss Arce.ay. Linen; yes, sir. 

Chairman Barpen. Is there any difference in the cost of the raw 
material to you here in Puerto Rico and in the Philippines? 

Miss Arceitay. Labor ¢ 

Chairman Barpen. No. The material. 

Miss ArcreLay. Well, the material, as far as the labor is concerned, 
has no bearing. We pay just as much for hand rolling on linen hand- 
kerchiefs as we pay for cotton handkerchiefs, because it is the number 
of stitches. 

Chairman Barpen. I see. You are dealing with the labor cost ex- 
clusively. 

Miss Arcetay. With the labor cost only. 

Chairman Barpen. And there seems to be 92 cents difference. 

Miss Arcetay. Exactly. 

Now that I am talking about handkerchiefs, I mention that all 
hand-made handkerchiefs have disappeared completely from Puerto 
Rico. We cannot make them. 

The contractors in Puerto Rico have developed a new industry that 
they have copied from Switzerland. 

will have to stand because I have to show you some of these. 

This is a Swiss handkerchief, scalloped and embroidered by machine. 

Chairman Barpen. By machine? 

Miss Arcetay. By machine in Switzerland because Switzerland is 
known for the machine work. 

This is a beautiful Chinese all-hand-made article. We could not 
even make one stitch of that in Puerto Rico. 

This is an all-hand-made handkerchief from Madeira. And this is 
from Portugal. 

_ This is another Swiss handkerchief, hand-loomed and embroidered 
in Switzerland, and Swiss-edged. 





62 MINIMUM WAGES FOR PUERTO RICO AND VIRGIN ISLANDS 


And this is the handkerchief that is being done in Puerto Rico. That 
has been copied from the handkerchief that is made in Switzerland. 

And this the hand-loomed embroidery made in Puerto Rico to copy 
Switzerland. 

This is also hand-loomed embroidery and hand drawn, made in 
Puerto Rico. 

Chairman Barpen. Now, in order that I may keep myself clear, 
this is in support of your statement that you are in competition with 
these articles from foreign countries ? 

Miss Arcetay. And not with mainland industries. 

Chairman Barpen. Mainland United States does not make these? 

Miss Arcetay. Exactly. That is the contention. 

My theory is based on the fact that the needlework industry of 
Puerto Rico is not in competition with the mainland because the 
articles that we produce are not produced in the United States, and 
that we have to compete with foreign countries. 

This is a blouse made in Italy, all hand-made except the seams are 
sewn by machine. The party who bought that is Mrs. Mejias from 
Ponce, who is in the blouse business. She tried to copy that. 

In Milan, Italy, she paid $4.50 for that silk blouse, beautifully em- 
bellished by hand. And then she tried to copy the blouse for the firm 
for whom she worked, and this is what she got as a copy, which the 
firm retails in New York, before the new rates went into effect, for 
$5.95. The workmanship on this Mrs. Green would appreciate more 
in comparison. You can see the inferior decoration and the quality 
and also the material. And this is the blouse that she will have to 
produce for the same price to be able to sell retail at $5.95 under the 
present wage rate. 

Chairman Barpen. Would you hazard a guess at what it would 
cost you to produce the blouse that was purchased in Milan? 

Miss ArceLay. We could not produce it in Puerto Rico because she 
attempted to copy the workmanship, and you can see, from what she 
did, that she could not make that fine a thing. So we could not even 
attempt to copy it exactly. They are probably skilled workers. She 
could not copy it. The best she could do was this here. 

Chairman Barven. If she were to put in as much of the kind of 
embroidery on her blouse as appears on that Italian-made blouse would 
you hazard a guess at what it would cost ? 

Miss Arcetay. It would cost about $20 apiece in comparison. 

I spoke to you about children’s dress manufacturers and blouse 
manufacturers importing from Madeira and the Philippines, collar 
and cuff sets, exquisitely embroidered by hand, which they use to 
embellish the items. Before they used to send to Puerto Rico the 
dresses and the blouses to be embroidered by hand and put together 
by machine. Today they are importing these from Madeira, which, as 
you will see, contain perfect workmanship. And they are using that 
for the embellishment of blouses and children’s dresses. They are 
making the items in the States. 

Chairman Barven. Does that hurt Puerto Rico? 

Miss Arcetay. That is depriving Puerto Rico of that industry 
which we had. I was running it. I had the most beautiful children’s 
dress plant on the island. I had exemption from taxes to the Puerto 
Rican government—not this Puerto Rican government, but I am talk- 
ing to you of 1928. I had a machine plant employing 500 people inside 
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the factory with 300 machine heads. I had a period of work of about 
1 year of training the operators to do that particular kind of work. 
And the reason why we had it was because we did all the embroidery 
and smocking by hand and embellishing the children’s dresses by 
hand, and then we sold them. 

Then in 19388, when the Fair Labor Standards Act was put into 
effect, I had to dismantle my factory because we could not produce 
those items at prices to compete with items produced in the States in 
which they were using smocking embroidered by machine. 

So we have no such factory any longer in Puerto Rico. There were 
about 7 or 8 factories in Puerto Rico, and they disappeared. 

Of course, I do not say that everything has gone to the States be- 
cause there are a few contractors who are doing that type of work, 
but on a very small scale. 

I left for the last my line of work, household linens. When I said 
that, in order to remain in business and compete with foreign coun- 
tries, we had to originate something to exist, we made this item which 
is a combination of machine and hand operations. The threads are 
drawn by hand, basting by hand, and the hemstitching is done by 
machine. 

This one is from before the rates went into effect on June 6. 

And we are now trying to sell this one in substitution of that with 
a much more inferior and different appearance. And in order to 
revive our household linens and bring it to at least something to com- 
ete, we are making an attempt just now. We have a designer in 
pam Rico designing this type of work, which is also a combination 
of hand and machine. 

This is the Swiss edge that we have copied from Switzerland, and 
we are using the plastic thread to make the appearance of the item 
better. We are confined to only 2 or 3 stitches because the other 
stitches figure so high that it is prohibitive to use them. 

So we have to break our heads to produce something that would be 
decent and salable. 

I also spoke about blanks. This blank we made in Puerto Rico. 

In my factory alone we made about 2,000 dozens of these little towels 
a week in the year 1949, I think it was. I think in the year 1950 these 
were sent to Ireland, and Ireland took this away from us. And in 
the year 1954 Japan took it away from Ireland. So Ireland took it 
away from Puerto Rico, and Japan took it away from Ireland, and I 
suppose that, next, China will take it away from Japan—lI hope. 

r. Mercatr. May I interrupt a minute. 

Miss Arcetay. If you will allow me, I wish to explain one thing 
that may create confusion. 

Something has been said about the industry paying 221% cents per 
hour. I want to emphasize the fact that we are paying 221% cents 
per hour for hand operations that compete with foreign countries 
where they only pay 5 or 6 or 7 cents an hour. I do not say that that 
is a decent salary. I wish we could pay more. But I do say that 
that is the highest that we can pay in competition with foreign 
countries. 

I also wish to say that, as far as homework is concerned, we figure 
our prices, taking as a basis the piece rates established by the Wage 
and Hour Division, which are based on the hourly rate. So this 
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means that all of these rates promulgated by the Wage and Hour 
Division must yield the worker 2214 cents an hour. These rates are 
periodically revised in order to adjust them. 5 

When we figure prices iy Sr the regulations we have to file 
with the Wage and Hour Division before we give the work out to the 
workers a sketch of the design. And we have to detail all of the 
operations and tabulate it, and that is the price. ‘ 

So if any particular worker takes longer to make a piece it is not the 
fault of the rate; it is probably the fault of the worker, that she would 
not be efficient or she would not be fast. 

I wanted to explain that because it may create the impression here 
that the prices given to the homeworkers are not yielding enough. 

I also wish to say that yesterday when the committee visited home- 
workers it happened that just now we are starting this embroidery 
line. The sks embroidery items that we are doing are the display 
models. Those are display models for houses who manufacture cotton 
and sell only the stamped goods in an outfit with the stamped pieces, 
the cotton and the instructions, which are to be made by the woman 
who buys them. These display models are not for resale. They are 
not sold; they are just for display. Therefore, the houses doing dis- 
play models are paying for ae that they are not going to get 

ack because it is just to sell their package outfit. 

Mr. Powrtu. Miss Arcelay, you make a very effective presentation. 

I would like to ask you a io questions to get some information 
from you. 
| ip. the first place, 2214 cents per hour is really not the minimum; 
1s it? 

Miss Arcexay. It is the minimum. 

Mr. Powew.. I mean if a person, as you just said, is not too efficient 
he does not make 2214 cents an hour. 

Miss Arcenay. Well, it is the minimum. The fact that she does 
not make it is caused probably by the fact that she doesn’t have the 
wero 

Mr. Powerit. So there are people who make less than 2214 cents? 

Miss Arceiay. But there are people who make considerably more 
than the minimum. 

Mr. Powe.u. But the 2214 cents is the minimum for an efficient 
worker ? 

Miss Arcetay. Exactly. 

A, Powext. So then an inefficient worker would make less than 
that? 

Miss Arceiay. I did not get you, please. 

Mr. Power. An inefficient worker would make less than 221% 
cents. 

Miss Arcetay. Well, according to the way that the piece rates are 
established, it is by making a series of samples, timing the workers, 
and they take about 7 or 10 workers that are taken at random. They 
are not chosen for their ability or efficiency. It is supposed that in 
— those tests the same conditions prevailing in the home should 
prevail in the factory or the place where the test is being made. 


If there are some incidents pertaining to the making of the sample 
the time istaken. That is the way it is done to establish the rate. 

Chairman Barpen. May I interrupt? 

Those standards are set by the Wage and Hour Division. 
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Miss Arcenay. Exactly. 

Chairman Barpen. And when they are set, it is established by the 
Wage and Hour Division that a person can make 2214 cents worth of 
those in an hour. 

Miss ArceLay. Correct. 

Mr. Powe. I went into some homes here yesterday and the day 
before yesterday, and I found children working on these garments. 

How is that done? Does the head of the famih go to the employer 
and get a number of items to be worked on? 

Miss ArceLay. According to the law, children should not work. 

Mr. Powe... I know about that, according to the law. 

Miss Arcenay. And every handworker has what is called a hand- 
book furnished by the Wage and Hour Division. And we only give 
work not only to those who have the handbook but also to those who 
have a pena from the Department of Labor of Puerto Rico. So 
we could not give work to minors. 

As to the fact that you saw a few children doing it, we really have 
no control over it. 

Mr. Powetu. Yes; I know. 

Miss Arcetay. It is probably due to the fact that they have the 
necessity to earn more money, and that really in Puerto Rico we lack 
places of recreation for the children, and the only way to keep them 
naam and keep them doing something is to teach them to do these 
things. 

ie Hiner Iagree with you. But the fact remains that there are 
a large number of people who are using their children in the homes 
because I saw them yesterday and the day before yesterday. 

Miss Arcetay. Yes. We cannot deny that fact, but we have no 
control over it. 

Mr. Powe. But I just wanted that fact brought out because when 
the head of the family goes and gets these garments the head of the 
family, whoever it may be, is paid 2214 cents on the basis of how many 
she should make in a certain period of time. That is the wage and 
hour standard. And then, regardless of how they are made, that is 
all they are going to get, 2214 cents an hour. 

T went into 1 home and I saw 11 people sewing; 3 of them were 
adults, and 8 of them were under age. They were going to get paid 
on the basis of the adult, efficient rate of 2214 cents an hour. But 
there were children who were inefficient who were working on them. 
It was late at night, by the way. They should have been in bed. It 
was about 9 o’clock. They were little girls. 

And I was quite interested in that because, to me, it brought out the 
fact that there is child labor and that the 2214 cents is not the mini- 
mum really. Ina way it is the maximum for efficiency. 

Now I would like to point out something else. 

You are in competition with China and Japan and so forth. We 
are in competition, all over the United States, with the world. And 
we could not follow your philosophy, however logically you produce 
it, in many other fields. For instance, our people on the stateside are 
having trouble with bicycles now. As you know, the English people 
and German people are producing bicycles and underselling us. But 
that does not mean that we are going to reduce their wages in the 
continental United States, 
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Miss Arcetay. But there is no comparison between your economy 
and the economy of Puerto Rico. 

Mr. Powe.i. What do you mean? 

Miss Arcenay. Exactly. Our resources are limited. Your Nation 
is the most powerful Nation of the world. 

Mr. Powerex. Our Nation. 

Miss Arcetay. Our Nation. 

Yes, I made a mistake because I am a true and loyal American. 

I made a mistake, because I am a true and loyal American, but a 
very sincere and faithful Puerto Rican, too. 

Mr. Powrty. Congratulations to you. 

Miss Arcetay. Thank you. 

Mr. Powerit. You see here, for instance, is a situation: there is 
a company in my esteemed colleague’s State, our chairman, Mr. Bar- 
den, the Rug Brokers in Asheville, N.C. 

It is a good firm. They came down here December 31, 1953, with 
$50,000. They have now, 1 year later, total capital and surplus of 
$850,000. And I get this from pages 6 and 8 of the United States 
Wage and Hour Administration, the Hooked Rug Industry in Puerto 
Rico, published October 1955. 

I just want to point out that this company which came here with 
$50,000 and made $850,000 in 1 year is now paying 45 cents an hour 
in Puerto Rico, and in Asheville, N. C., they paid three times that, or 
twice that. 

Miss Arcetay. That is an industry competitive with yours. 

Mr. Poweii. What should we do? Should we reduce the wages in 
Asheville, N. C.? 

Miss Arcetay. No, sir. 

Mr. Powe.y. But that is what you were saying to us. 

Miss ArceLay. No, no, because in Europe they will have to raise 
the wages up to your standards to compete with yours in wages. 

Mr. Powext. I am just talking about within our own country now. 

Miss Arcetay. This is the general trend. That is the general policy 
allover the world. Business is business. 

Mr. Powerex. Yes, business is business. But in America we have 
a standard of living, too. Weare trying to lift it up. 

Now tell me something: What does a person get in Puerto Rico 
when they go on relief? Do you know about what it is per week? 

Miss ArceLAy. Do you mean the Puerto Rican Welfare Bureau ? 

Mr. Powetu. Yes; the welfare. 

Miss Arcetay. They get—the least they get is $7.50. 

Mr. Powety. $7.50 at the least ? 

Miss ArceLay. They get $22 or $34 depending on 

Mr. Powe... The least is $7.50 a week ? 

Miss Arcetay. No; a month. 

Mr. Powetx. $7.50a month. That isthe least ? 

Miss Arcenay. Yes. 

Mr. Rararet Icarrva (Aquadilla, P. R.). There is no relief in 
Puerto Rico. 

Mr. Powetu. Wait a minute. If you don’t know the answer I can 
understand it. 

Chairman Barpen. Just a minute now. 
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If we will keep this train on the track we will get along better. If 
you will ask her questions about her own business, I believe she will 
give you an answer. 

Mr. Powe... Then I will defer this question until tomorrow when 
the Secretary of Labor will be here, and I am sure we will have the 
facts. 

I want to point out that in your industry the average home worker 
would make about how much, would you say ? 

Miss ArcenLay. 221% cents an hour. 

Mr. Powe.i. On a weekly basis, have you any idea? There are 
about 29,000 now. 

Miss Arcetay. They don’t work steadily. 

Mr. Powrtu. Yes, I know. 

Miss Arcetay. On account of the conditions in the house. They 
have to attend to the children and household duties. 

Mr. Powe. Yes. 

Would you say $3.50 or $4 a week would be the average? 

Miss Arcetay. Well, we have workers, according to the social se- 
curity report that we have to render, earning as much as $1,000 a 
year. 

Mr. Powe. Yes, I know, but I mean the average. 

Miss Arce.ay. Well, it all depends because the work is not steady. 

Mr. Powe uz. I will ask the Secretary of Labor tomorrow. 

There is just one last thing I would like to point out. I would like 
to point out that, according to the United States Department of Com- 
merce, the amount of art needlework from foreign countries coming 
into the United States has decreased year by year from 1949, and the 
amount of work from Puerto Rico to the United States has held steady. 
So I don’t see where the danger of competition is there. 

Miss Arcetay. Sometimes statistics are misleading. 

Mr. Powrtx. Oh, I know that; yes. But at the same time I would 
like to just introduced these, if you don’t mind. 

In 1949, $5 million came in from abroad, $7 million in 1950, $3 
million in 1951, $2 million in 1952, $2 million in 1953. 

But Puerto Rico has remained steady at about $1 million each year, 
according to the United States Department of Commerce. 

And, as you say, figures can be misleading, but I would just like to 
put those in. 

Miss Arcetay. And also the factor of increased wages has to be 
considered. 

Mr. Powett. Increased wages where ? 

Miss Arcetay. As to the cost of the item. 

Mr. Powe. Increased wages in Puerto Rico? 

Miss Arcetay. Sure. That has to be considered because that is 
added to the cost of the item. 

Mr. Powett. Since 1949 ? 

Miss Arcetay. Sure. 

Mr. Powetu. What have the wages increased since 1949 ? 

Miss Arcetay. Well, they were increased 20 percent in 1949 and 
30 percent in 1955. 

Mr. Powetu. So they have gone up then from 11 cents 

Miss Arcetay. From 121% cents it went up to 1714, which is hand 
operations, and from 25 to 30 percent on machine operations. 
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And now it has gone up from 1714 to 221% and from 30 to 40, which 
makes an average of 30 percent. 

Mr. Powe tt. I want to thank you for your testimony, and I will go 
into this a little more tomorrow when Mr. Sierra, the Secretary of 
Labor, is here. 

I will keep this until then. 

Thank you, Mr. Chairman. 

Chairman Barpen. I would like to get a little further explanation 
of this example you gave. 

If you are correct—and I am a little doubtful from these figures— 
but if your statement is correct that a company could make that much 
in 1 year, we would not have any trouble balancing our budget in the 
United States or in the State of North Carolina. 

Mr. Powe.t. May I interrupt there ? 

I have a copy in my hand from the United States Department of 
Labor, Wage and Hour and Public Contracts Division, dated Novem- 
ber 1951, where one company here, called the Chemical Specialties Co., 
increased its stock in Puerto Rico to $4,109,000 on an investment of 
about $38,000. I don’t know whether that is true or not. This is our 
Federal report. 

Chairman Barpen. It is so easy to leave the wrong impression. ‘I 
do not think either of us is qualified as an auditor, but I am now told 
those rug company figures may represent at least a 2-year period 
instead of the 1 year shown in the printed report. 

I would also like to say this concerning the bicycles in Switzerland 
and Germany: If we sit idly by in the United States and let Switzer- 
land and Germany destroy bicycle manufacturing in the United States, 
and throw our men out of employment, it is nobody’s fault but yours 
and mine. 

Mr. Powe. Exactly. 

Chairman Barpen. We have the remedy. 

Mr. Poweix. That is what Cleveland Bailey says about coal in West 
Virginia. 

Chairman Barpen. I don’t care what Cleveland Bailey says, but we 
cannot throw these things out lightly and shift the responsibility to 
somebody else. It is our responsibility. 

Mr. Powe tw. I agree with you. 

Chairman Barven. I no more favor those in the manufacture of 
bicycles being thrown out of employment in the United States than I 
do Puerto Ricans in Puerto Rico being thrown out of employment. 

It is that simple to me, and that complex, and that dangerous. 

Mr. Powe. That is our entire problem; yes, sir. 

Chairman Barpen. General Smith? 

Mr. Smrru. Did I understand you to say that an industrious house- 
wife, in order to do homework, had to go and get a permit from some 
department ? 

Miss Arcetay. Exactly. Homework is being regulated. There is 
a law in Puerto Rico regulating homework. And every worker has 
to have permission from the Department of Labor to do homework. 
This permission is given to them after they apply for it and furnish 
a health certificate. It is to protect—— 


2 See letter on p. 373. 
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Mr. Smrrn. And any time a governmental agency issues a permit 
or a license they have the right to take that away, don’t they? 

Miss ArceLay. Exactly. 

Mr. Smrrn. And that is a political weapon ? 

Miss Arce.tay. Well, it may be. 

Mr. Smirn. It could be a political weapon? 

Miss Arcexay. I think so. 

Mr. Smirn. What would happen to your industry, the needlework- 
ers in the work that you do if the Congress of the United States, in 
rewriting this law, simply said that the needleworkers of Puerto Rico, 
as are the farmers of America, were exempt from any wage-and-hour 
law? What would happen to your industry? 

Miss Arce.ay. We would not like that, to be truthful, because the 
regulations have saved our industry. ‘The regulations have allowed 
it to exist because they have stopped cutthroat competition among 
ourselves and also manufacturers who were taking i in ll of us. 

Mr. Smrru. Then you do not want to be exempt ? 

Miss Arcetay. No, sir. We want to be regulated. But we want a 
minimum that we could pay; the highest minimum that we could pay 
under the conditions I have explained here. 

Mr. Smiru. That is all, Mr. Chairman. 

Chairman Barpen. Mr. Metcalf wishes to ask some questions. 

Mr. Mercatr. I noticed there were various items that you showed 
us, for instance towels, that you said you had lost to Ireland and they 
had subsequently lost to Japan, and some of these other handkerchief 
items, and so forth. 

Could you tell me if they are still consuming as many of those towels 
in the world today as they were when you had them? Or has the 
world consumption dropped down? It may be a change of fashion 
or a trend. 

Miss Arceiay. No, sir. They are still consuming large quantities 
even larger quantities because the towels that they bring from Japan 
include the linen, too, and are cheaper. 

Mr. Mercatr. There are more of those towels consumed in the world 
today than there were when you were manufacturing them here? 

Miss Arcenay. Exactly. 

Mr. Mercautr. And there are more of those handkerchiefs used in 
the world today than when you were manufacturing them here? 

Miss Arcetay. Well, I could not say that the embellished handker- 
chief is used as much today as it used to be many years back because 
of Kleenex and paper items. 

Mr. Mercatr. They are using paper towels? 

Miss Arce.ay. For the new generation that also has an influence on 
the consumption of embellished handkerchiefs that cost more money. 

Mr. Mercaur. So you may be in competition with another material. 
For instance, the plastic place mats. 

Miss Arcetay. The paper mats. 

Mr. Meroatr. Yes. ey are in competition. So it may be they 
are not selling as many anywhere and you would necessarily have 
had to close down no matter how low your wages were. 

Miss Arce.ay. Well, embellished linens would always be bought 
by women because they love them and want to have them even if 
they have them only for display in their homes. 

Mr. Mercatr. That is all Me. Chairman. 
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Chairman Barven. Mr. Bosch? ; 

Mr. Boscu. You believe that the 2214-cent-per-hour rate is a fair 
minimum wage today for homework ? 

Miss Arcexay. I believe it is the highest that we can pay. I don’t 
say itis fair. I would say it is the highest that we can pay. 

Mr. Boscu. What about the machine work? 40 cents and 45 cents? 

Miss ArcetAy. The machine work is the highest also that we can 
pay. And there are operators that make more. 

Mr. Boscu. That is all, Mr. Chairman. 

Chairman Barven. Mrs. Green ? 

Mrs. GREEN. Yes. yf 

I would like to go back to the 2214 cents an hour. You say that 
is set by the Wage and Hour Division ? 

Miss Arcetay. The rates. 

Mrs. Green. The rates. 

Miss Arcetay. The piece rates. 

Mrs. Green. They take several workers and they set it at what the 
average person can produce. Is that right? 

Miss Arcetay. The piece rates that are actually in effect, they were 
given to us by the Wage and Hour Division. Whenever there is an 
increase in the minimum for homeworkers the Wage and Hour Divi- 
sion makes the adjustment to yield the minimum wage. 

Mrs. Green. Yes; I can see that. But the question I wanted to ask 
was, When they set it they take a group of workers, and what the 
average person produces in a certain hour, that is what the 2214 
cents 1s set on ? 

Miss Arcetay. They take the lowest, what the lowest produces. 

Mrs. Green. What the lowest produces? 

Miss Arcetay. The average, the average worker. 

Mrs. Green. What the average person produces. Then if we fol- 
low that to its logical conclusion, is it not true that 2214 cents is the 
amount of money that is paid to the average worker, and it is not 
the minimum ? 

Miss Arcetay. Well, it is the minimum paid to the average worker. 

Mrs. Green. We won’t argue over the words. 

On page 2 

Miss Arceitay. But I know what you mean. You mean—and it 
is true—that the minimum set will not be the minimum for the 
inefficient and slow worker. Is that your question ? 

Mrs. Green. It will not be the minimum for anybody who is be- 
low the average. 

Miss ArceLay. Exactly. 

Mrs. Green. Right. That is the point I am trying to get home. 

Miss Arcetay. But that is the only way to fix the rate. 

Mrs. GreEN. But that is what we are trying to establish. 

Miss Arcetay. Exactly. You are right. 

Mrs. Green. That 221% cents is not the minimum. 

You have been in this business for 37 years. Is that right? 

Miss Arcetay. I started very young. 

Mrs. GREEN. May I say to you, in ait heaesty, that I have heard very 
fine reports about you, too. 

Miss Arcetay. Thank you. 

Mrs. Green. And you have watched this develop over a period of 
time. 
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Miss Arcetay. And I have fought for it also. 

Mrs. Green. You told one of the other Congressmen that you have 
had two wage increases since 1949. 

Miss ArceLay. Yes, ma’am. We had one in 1951 and one just now 
in 1955. 

Mrs. Green. In 1949 you were paying 1214 cents an hour, 

Miss ArceLay. In 1949—what I meant to say was that the Wage 
and Hour Division revised some of the rates to adjust them, and they 
were increased. 

Mrs. Green. But it was 121% in 1949? 

Miss Arcetay. It was 121% in 1949, 

Mrs. GREEN. I have this statement and I very frankly can’t tell 
you 
: Miss Arce.ay. Mr. Judge, who is back of you, from the Wage and 
Hour Division, can refresh my memory. 

Mrs. Green. No. I wanted toask you. I have this statement and, 
for example, in 1933 

Miss Arce.ay. I beg your pardon, Mrs. Green. 

In 1951 the wages were increased to 1714 cents. We were paying 
121% in 1941. 

Mrs. Green. Can you tell me if this is true—you have been in the 
business—in 1933 and 1934, 83 percent of the workers engaged in 
hand sewing received less than 3 cents an hour ? 

Miss ArceLay. Yes, ma’am; and it was a shame. 

Mrs. Green, Prior to 1933 and 1934 was the wage ever above 3 
cents ¢ 

Miss ArceLay. No. The NRA tried to correct that. 

; Mrs. GREEN. Up to 1933-34 the top that was paid was 3 cents an 
10ur ¢ 

Miss ArceLay. It wasashame. Yes; I have to admit it. 

Mrs. GREEN. Then on page 2 of your testimony, please, you say that 
Puerto Rico enjoyed the prosperous years of the postwar, and the 
needlework industry continued going up. 

And on page 3 you said: 

Having no competition in this type of work, having also simplified the work- 
manship considerably, we enjoyed the advantage of higher prices and the 
industry prospered and attained its highest peak during the years 1923 to 1927. 

Several people have testified that they want to pay the highest wage 
that they can possibly pay. 

During these 2 staan to which you refer in your testimony did 
the industry ever make any attempt to pay these people more than 3 
cents an hour? 

Miss Arcetay. We had to because there was so much work to do 
that the workers were independent. And it is the workers who really 
force the prices to go up. 

Mrs. Green. But a moment ago you testified that you did not pay 
over 3 cents an hour up to 1933-34. 

Miss Arcetay. Well, that was 1933 and 1934 we only paid up to 
3 cents. But then in the period of the war—I was mentioning not 
the First World War, but I refer to the Second World War—prices 
and labor prices went up because they were forced by the workers. 

Mrs. Green. No. I am talking about the two periods to which 
you refer on pages 2 and 3 of your testimony. One is 1920, and one 
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is 1923 to 1927, in which you refer to very prosperous years and the 
fact that the industry was thriving and that you were doing very, very 
well. 

My question is during those times when the needlework industry 
was thriving did management, did the employer ever offer or make 
any attempt to pay the employees more than 3 cents an hour? 

Miss Arcetay. Exactly. We made the effort and we had to. 

Mrs. Green. What did you pay them ? 

Miss Arcetay. I could not tell you exactly. 

Mrs. Green. I thought a moment ago you said that up to 1933-34 
yon never paid more than 3 cents. 

Miss Arcetay. No. I mean in general, the industry. I would not 
say individually. 

Mrs. Green. I did not hear you. 

Miss Arcexay. I say in general in the industry in 1933 the prices 
were rockbottom because we already had the prosperous years of the 
postwar. They were over. And we were then in the midst of the 
depression, the effects of the depression, which we had here for about 
1 or 2 years like you had in the States. 

Mrs. Green. A moment ago you testified that you did not pay more 
than 3 cents. Now I will ask you again: 

Prior to 1933 did the hand needlework industry ever pay their em- 
ployees more than 3 cents ? 

Miss Arcexay. I think so. In many lines of work I think so. 

Mrs. Green. Can you produce such evidence? Can that be entered 
into the record at this point ? 

Miss Arcetay. Well, I could not produce it because I don’t have 
it at hand. 

Mrs. GREEN. Well, the administration would have it. Records are 
kept ? 

iss Arcetay. I think you can get it from the Department of Labor 
of Puerto Rico. (When furnished, the information will be available 
for committee study.) 

Mrs. Green. All right. 

On page 15 of your testimony you say that handmade industries 
thrive in countries where the economic resources are limited and the 
population is out of proportion. Therefore, Puerto Rico has to com- 
pete with such countries as China, Japan, the sear $i may and Ma- 
deira where the standard of living is much lower and where the people 
work for practically nothing. This is a fact which should not be over- 
looked. 

Would you elaborate a little bit on that last sentence—“This is a 
fact which should not be overlooked” ¢ 

Miss Arcetay. Well, the fact that we have to compete with such 
countries as Japan, China, and the Philippines, where the standard 
of living is much below ours, should be oa into consideration, and 
the fact that restrictions on labor and hours do not exist there. 

Mrs. Green. All right. 

Following Mr. Powell’s question of a moment ago, we are faced 
with this very real neg sy in the United States, that we have indus- 
tries there where there is competition in Puerto Rico. And if we 
carry your arguments to their logical conclusion then Congress, which 
is acting for all the people of the United States, should take that same 
factor into consideration where we have industries that are being hurt 
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by industry in Puerto Rico where the standard of living is lower. Is 
that right? : 

Miss Arcexay. I believe that the chairman said before that it was 
up to the Congress to stop that. 

Mrs. Green. Well, at the top of the page you refer to Puerto Rico 
and the United States as two separate entities. That is why I am 
following this. I am talking about between the United States and 
Puerto Rico. 

Miss Arcexay. I frankly don’t get you. 

Mrs. Green. Do you think that we are justified in taking the very 
factor that you talk about here, the very low standard of living in 
Puerto Rico, and passing some kind of a minimum-wage law or maybe 
some other law to protect our people in the United States? 

Miss ARCELAY. suppose so. I suppose you should protect them 
also. 

Mrs. Green. Would you tell me this: Are any of the needlecraft 
industries that have work done in the home tax-free? 

Miss Arcenay. No, ma’am. We don’t have any tax exemption. 

Mrs. Green. For any of the needlecraft work ? 

Miss Arcexay. For industries that employ homeworkers we do not 
have any tax exemption. 

Mrs. Green. Mr. Chairman, is Mr. Schweitzer going to testify 
today or is Miss Arcelay testifying for the group? 

Mr. Scuwerrzer. I am here to answer any questions if the com- 
mittee wishes to direct them to me. 

Chairman Barven. Mr. Schweitzer was on the witness stand this 
morning. 

Mrs. Green. May I ask this question of either one or both of them: 

I have been told that there are two companies that you own, Mr. 
Schweitzer. One is the Regina Apparel Co. Is that right? 

Mr. Scuwerrzer. Regina. 

Mrs. Green. And then you have one that is under the name of 
Schweitzer. Is that right? 

Mr. Scuwerrzer. Yes, ma’am. 

Mrs. Green. Could you tell me if this, in essence, is correct, that 
the Regina Apparel Co. received a tax exemption in March of 1952? 

Mr. Scuweirzer. That is correct. 

Mrs. Green. And the Regina Co., as I understand it, does the cut- 
ting pe machine sewing and the other inside operations on under- 
wear 

Mr. Scuwerrzer. That is correct. 

Mrs. Green. And then it sends out to the Schweitzer Corp. located 
on the same premises, work which is sent out to the homes? 

Mr. Scuwerrzer. That is correct. But I will have to qualify the 
difference there. 

That work is not included in the cost of the garment which Regina 
has. Itisaseparate corporation doing the hand embroidery, and it is 
not tax exempt. 

Mrs. Green. And then after the work has been in the home it is 
returned back to the Regina Apparel Co. ? 

Mr. Scuwerrzer. That is correct. 

Mrs. Green. Then you have 2 corporations as I understand it, 1 
that is tax exempt and 1 that is not, and both corporations are working 
perhaps on the same garment. 
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Mr. Scnwetrzer. That is correct. 

Mrs. Green. Now that comes under your laws here, that you can 
have a tax exemption on that kind of an industry ? 

Mr. Scuweirzer. Yes. Of course, providing the tax-exempt in- 
dustry mets the requirements of the law. I am, in the case of Regina, 
meeting the requirements of the law, and made a petition for tax 
exemption for the manufacture of underwear only on inside operations. 

In order to be able to make our product a salable one I had to embel- 
lish it, and I had to form the Schweitzer Corp. to do the embellishing, 
which is not tax exempt. Schweitzer Corp. receives a price with a 
profit on which it pays taxes to the government of Puerto Rico. 

The Regina Co. only does those operations which are within the 
petition for tax exemption and which are qualified by what the law 
requires. 

Mrs. Green. Would either one of you have information about an- 


other company? I believe it is called Arlene. Is that right? The 
Arlene Manufacturing Co. 

Mr. Scuwerrzer. Marlene? 

Mrs. Green. A-r-]-e-n-e. How do you pronounce that? 

Mr. Scuwerrzer. Arlene. 

Mrs. Green. Do either one of you have any information on that ? 

Mr. Scuwetrzer. I do not know. 

Miss Arcetay. Neither do I. 

Mrs. Green. I will defer that until tomorrow. 

Mr. Mercatr. Will you yield a moment ? 

Mrs. Green. Yes. 

Mr. Mercatr. How many directors or stockholders are there in 
these two corporations? Are they closely held corporations? 

Mr. Scuwerrzer. Of the Regina Apparel Corp. I am the sole owner. 
The Schweitzer Corp., which does cay embellishing work, is a cor- 
poration formed on the basis of the laws of Puerto Rico, under the laws 
of Puerto Rico. It not only does embellishing on the work of Regina 
but also does embellishing on any other type of contractual work which 
we can receive from the United States. It does embellishing work 
on blouses, and once upon a time we made gloves, but we have been 
put out of the glove business. 

All of those embellishing and hand-sewing operations were done by 
the Schweitzer Corp. 
vag! Mercatr. How many stockholders are there in the Regina 

orp. 

Mr. Scuwerrzer. There are none. It is solely owned. 

Mr. Mercatr. It is a wholly owned corporation ? 

Mr. Scuwerrzer. It isa ox Pt owned company. 

Mrs. Green. I wanted to refer to one example. Yesterday I believe 
you were with the group where we visited this home and the girl was 
making a large tablecloth, doing the hand embroidery. I believe what 
she said was that it would take her 8 days and that she would get $5. 

Miss Arcexay. $8.50. 

Mrs. Green. What? 

Miss Arcetay. $8.50 for the piece, she said. 

Mrs. Green. I thought she worked 8 days and was receiving $5. 

Miss Arcenay. $8.50 for a piece. 

Mrs. Green. $8.50 for the piece. 

Now that would not anywhere near equal 22 cents an hour, would it? 
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Miss Arcenay. Yes. 

Well, it depends on the hours of work that she puts in in the making 
of the piece. 

Chairman Barpen. I was in hopes we could complete this testimony, 
but I don’t believe we will. I underestimated the situation. 

I expect the committee will have to recess until tomorrow morning 
at 10 o’clock. 

Miss ArceLay. Mr. Chairman, I am through then? I have to go 
back home. 

Chairman Barpen. You do have to go back home? 

Miss Arcetay. If I have to come back in the morning then I will 
come back in the morning by plane because I live alone with my mother 
and she is old and she is in bed, and I cannot leave her alone at night. 

So if there are more questions to be asked and the committee wants 
me to come back, we will be glad to come back tomorrow by plane. 

Chairman Barven. I would not impose that hardship on the lady. 

Mrs. Green. Mr. Schweitzer will be here tomorrow ? 

Miss Arcenay. Mr. Schweitzer will be here tomorrow, and he can 
answer, unless you want me to answer that particular question. 

Mrs. Green. No. I think it will be all right. 

Chairman Barpen. I certainly will not impose that hardship on 
you, because I have just been to your hometown and I know how far it 
1s. 

The committee will not ask you to come back. But I will assure 
you of this: If you should happen to think of coming, if there is any- 
thing you want to say to the committee and do come back, I will see 
that there is room made for you to say it. 


Miss Arcetay. Thank you very much, and I appreciate your con- 
sideration. 

Chairman Barpen. You have been a very fine witness. 

Miss Arcetay. Thank you. 

(Whereupon, at 5:45 p. m., the committee was recessed, to be re- 
convened at 10 a. m., December 2, 1955.) 
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MINIMUM WAGES FOR PUERTO RiCO AND THE VIRGIN 
ISLANDS 


FRIDAY, DECEMBER 2, 1955 


Unirep Srares House or RepreseNntTATIvEs, 
CoMMITTEE ON EpucaTION AND LaABor, 
San Juan, P. R. 

The committee met at 10 a. m., pursuant to recess, in the auditorium 
of the School of Tropical Medicine, Hon. Graham A. Barden (chair- 
man) presiding. 

Present: Representatives Barden, Powell, Perkins, Metcalf, Green, 
Roosevelt, Smith, Velde, Bosch, and Coon. 

Present also: A. Ferndés-Isern, Resident Commissioner, Common- 
wealth of Puerto Rico. 

Present also: John O. Graham, minority clerk; Edward A. McCabe, 
general counsel; Russell C. Derrickson, chief investigator, Committee 
on Education and Labor. 

Chairman Barpen. The committee will come to order. 

The first witness this morning is Mrs. Domenech. 

Do you wish someone to appear with you, Mrs. Domenech? 

Mrs. Domenecu. Mr. Schweitzer. 

Chairman Barven. Have you lost him? 

Mrs. Domenercu. I think I have, but I think I can start without 
him. 

Chairman Barpen. You may proceed. 


STATEMENT OF GLORIA DOMENECH, TREASURER, NEEDLEWORK 
INDUSTRY ASSOCIATION, ACCOMPANIED BY SAM SCHWEITZER, 
PRESIDENT, NEEDLEWORK INDUSTRY ASSOCIATION 


Mrs. Domenrcu. Mr. Chairman, gentlemen of the committee, my 
name is Gloria E. Domenech, a contractor for hand needlework since 
1923, with my factory in Mayaguez. For the last 15 years I have 
specialized in the production of handsewn gloves. 

To better introduce the subject of the handmade-glove industry 
in Puerto Rico I shall first give a short history of its development 
from 1933 when we were teaching the basic stitches through the years 
1946 to 1952, when the glove group was paying over $4 million a 
year for labor, and the decline of this industry caused by the re- 
opening of foreign sources of supply. This was induced and accel- 
erated by increases in the wage minimums decreed on June 1951 and 


June 1955 by the Wage and Hour Division of the Federal Department 
of Labor. 
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This history clearly indicates: ‘ee 

First, that our industry does not present any competition to the 
United States, as this type of work was never developed in the 
continent. 

Second, that the millions of dollars that have entered the island 
and have been distributed amongst thousands of hand needleworkers 
did not and do not deprive continental workers of wages, but are 
dollars which otherwise would have been and are now being spent 
for handmade fabric gloves produced in foreign countries. 

Third, that during the years of 1942 to 1952 the handmade fabric 
glove became an all-American product with the continent producing 
glove material and preparing the finished product for the market with 
Puerto Rican labor providing the hand sewing. 

Fourth, that, with the last two increases in the cost of hand sewing 
of gloves in Puerto Rico, our workers are being deprived of the major 
part of their income because the gloves are being sent to the Philippine 
Islands to be sewn, or are being bought in Europe or in Japan. 

Fifth, that the continental worker is also deprived of income when 
the finished gloves are bought in Europe or in Japan, the cloth and 
labor being a foreign product. 

Sixth, that any further increase in the minimums that are paid at 
present in this industry will mean a greater reduction and a possible 
total elimination of the work coming to our island, giving the benefit 
of the trade to foreign countries that are anxious to acquire more and 
more of this industry. As a natural consequence, this will result in 
more unemployment and a possible complete elimination of this source 
of income. 

From the years 1925 to 1934 handmade gloves imported from dif- 
ferent countries in Europe averaged more than 2 million pairs per year, 
with a foreign value of nearly $6 million per annum, a little over $3 
a dozen pairs for the finished product, that is, material and labor. 

Imports of cotton knit fabric gloves came formerly mostly from 
Germany, as they had developed the double-tricot (or Simplex) ma- 
chine that produced fabric having a texture suitable for sueding on 
both surfaces. 

In 1933 the disturbance of economic and political conditions in 
Germany caused the shifting of parts of the industry to Czechoslo- 
vakia. Many German manufacturers had crossed into the Sudeten 
area from Saxony, and, thus, from 1936 to 1938 Czechoslovakia pos- 
sessed the largest number of Simplex machines outside of Germany, 
and this area become the chief source of supply for the United States 
of America. 

The number of Simplex machines in Germany during the 1930's 
amounted to 500 or 600 and exceeded the number of all other coun- 
tries combined. In 1946 a census of this type of machine showed that 
Czechoslovakia then possessed 75 to 100 machines, the United States 
about 100 and the British industry a somewhat smaller number. 

In the time period when the German handsewn glove industry de- 
clined in 1933 and the Sudeten industry was jal yed in 1936 the 
United States importers could not obtain sufficient European gloves 
to bring to this market. They, therefore, bought a number of Sim- 
plex machines and also acquired the technique for sueding fabrics, as 
this was necessary to produce cotton gloves having the desired firm- 
ness and leatherlike texture. We can safely say that the domestic 
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industry making fabric dress gloves was created in 1934 and has since 
developed into a major industry. 

Paralleling the rise of the glove industry on the continent some far- 
sighted importers and manufacturers saw the opportunity to try 
Puerto Rico as a source of hand labor. By combining our hand sew- 
ing with the American source of sueded glove cloth an all-American 
line of handsewn gloves to supply the United States market was de- 
veloped and took the place of foreign imports. 

During the years of 1933-34 our industry was working under the 
NRA codes of fair labor practices. I was at the time the chairman of 
the piece-rate commission, and directed the work on the time tests to 
establish a point system as the basis for our schedule of piece rates 
for all the different stitches used in the various branches of the hand 
needlework industry. Nostudy of handmade gloves was made at that 
time because only two needlework factories were starting to teach 
workers, and no production or merchandise on which to make time 
tests was available. 

In 1939 the enforcement of the Wage and Hour Act of 1938, that 
provided a basic minimum wage of 25 cents an hour, brought this new 
industry to a complete standstill. However, solid ground had been 
laid, and when at the end of 1940 the industry committee, set up by the 
Wage and Hour Division, made a study of our hand-sewing industry 
and established a new, lower minimum, we were placed in a position 
to work once more. We were given a minimum of 15 cents an hour 
for hand sewing, and 20 cents an hour for all other operations related 
to the production of handsewn fabric gloves. 

Thus, during the first months of 1941, when we were given the green 
light to proceed, and with European conditions as they were at that 
time,,the first volume production of American handmade gloves was 
made possible by the joint efforts of continental and Puerto Rican 
workers. The owners of the mills bought more machinery and 
equipped themselves to produce in the States sufficient double-woven 
cloth. They were to do the cutting, laying off, sizing, and finishing, 
while we were to do the hand sewing in Puerto Rico. In other words, 
hand in hand, we built up a new line of business with Puerto Rican 
and continental workers complementing each other. In this way 
millions of dollars were kept in the United States and distributed 
among continental workers that produced the cloth and did the finish- 
ing of the gloves, and millions also came to Puerto Rico to be distrib- 
uted among the women engaged in the hand sewing of these gloves. 

In 1945 the wage minimums were increased by 20 percent, and, with 
no competition to face us, the industry was able to stand the raise. 

This brings us to the year 1950 when, with the end of the Second 
World War, other nations struggled to recover by building up their 
economies. Hand sewing of gloves was one of the first industries 
chosen by the Philippines, Western Germany, Italy, and Japan, to 
give employment to their population. 

In this same year, 1950, wage hearings were held in Puerto Rico, 
and the writer presented sufficient proofs and exhibits of what these 
foreign countries were starting to offer in the United States market. 

The trend to increase wages could not be stopped, and in 1951 our 
wages went up from 18 cents to 21 cents for hand sewing of fabric 
gloves, and from 24 to 29 cents for other operations connected with 
the production. 
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As a result of these wage increases the manufacturers who had kept 
sending their gloves to be sewn in Puerto Rico had to face the compe- 
tition of the importers who were buying a foreign finished product in 
Europe or in the Orient, and of those who had turned to the Philip- 
Islands to have their gloves sewn at much lower rates than in 

uerto Rico. 

While our rates have been increasing the competition amongst con- 
tractors who are now operating in the Philippine Islands has caused 
reduction in their quotations, thus creating a much larger gap between 
costs of operating in Puerto Rico and costs of operating there. 

Exhibit No. 1: One glove that is a 414-inch slip-on hand-sewn with 
three points at the back and a blind top hem. 

This style of glove, known as the classic slip-on, was produced in 
Puerto Rico through the years 1941 up to 1952. Many thousands of 
dozens were sewn every week. This was the first style that was with- 
drawn from Puerto Rico to be sent to the Philippines. 

In 1950 contractors from the Philippines were quoting $3.50 for 
labor of the dozen pairs, and this price included transportation and 
insurance both ways to the port of New York. 

Exhibit No. 2: Circular letter from the South Seas Corp., with 
offices at 112 Madison Avenue, New York City. 

This is the original letter, and there are copies attached to my 
statement, as exhibit No. 2. 

Chairman Barpen. Do you propose to include this in the record ? 

Mrs. Domenrcnu. That is the original letter. 

Chairman Barpen. I would suggest you read it. 

Mrs. Dompnecu. We have a copy here. 

Chairman Barpen. I beg your pardon. It is in the record? 

Mrs. Domenecu. Yes, sir. It is a circular letter from the South 
Seas Corp., with offices at 112 Madison, New York City. : 

(The letter referred to is as follows :) 


Exureit No. 2 


(Copy of circular letter received by Wear-Right Gloves, Inc., on December 7, 
1954) 


Sourn Seas Traprne Corpe., 


New York, N.Y. 
GLOVE DETAILS 


For more than a quarter of a century we have supplied the finest glove houses 
in this country with low cost, skillfully executed, reliable work. 

These are the firms which during good times and bad have maintained an open 
mind, have been unafraid of competition, and have been making money. 

Our prices include not only the charge for labor but also include all freight, 
insurance, brokerage, etc. 

For example, a simple ladies glove, with three draws completely handsewn, 
can cost you less than $3.50 per dozen. And there are no extras. This includes 
all labor, freight, insurance, brokerage, etc., pier to pier New York. 

We insure your goods from the time we get possession until they are returned 
to you. This gives you full protection and includes war-risk coverage. 

We should be pleased to supply you with the names of our well-established 
accounts and to supply you with any other information that you may desire. 


L. J. Goutp, Comptroller. 


Mrs. Domenrcu. They are contractors operating in the Philip- 

ines and are offering the glove trade this classic slip-on for less than 

$3.50 er dozen pairs, with this price including alll labor, freight, insur- 
ance, brokerage, et cetera, pier to pier, New York. 
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At our present minimum rates of 2214 cents for hand sewing, our 
worker would receive a remuneration of $4.30 for the hand sewing only. 
Other operations connected with the production of this glove are 
remunerated at 40 cents per hour. If we were to give our best com- 
petitive price for this style today, we would have to quote not less 
than $5.70 per dozen pairs, figuring our costs as follows: 

For hand sewing 


All other factory operations, figured conservatively on volume production_ 
Sewing thread 


A 10-percent markup margin to cover all overhead, commissions, and profit— 
This makes our price 


There is no transportation, insurance of materials, brokerage fees, 
et cetera, included in the above price as it has never been customary 
for the Puerto Rican contractors to defray these costs. 

The difference from “less than $3.50” for the Philippine product 
(which is actually $3.25) and $5.70 in Puerto Rico, plus costs of 
transportation, insurance, et cetera, that are paid by the United States 
manufacturers is too great for the trade to disregard in view of the 
keen competition that we have to face in the United States market. 
After all costs are added our price is almost double that of our foreign 
competitors. 

The more embellishment on a glove the greater the difference 
between the costs. In Puerto Rico every stitch has to be counted and 
paid for, according to the schedule of piece rates issued by the Fed- 
eral Department of Labor. There are no labor regulations of this sort 
in the Phiieined, and there are no minimum rates for homework 
and no import duty. As a result, wide variations of designs are pro- 
duced at very low prices without regard to the amount of labor 
involved. 

Exhibit No. 3: Circular letter, dated November 4, 1955, from the 
firm Amphitex, 477 Madison Avenue, New York, contractors operat- 
ing in Manila. This letter is addressed to one of my connections, 
Wimelbacher & Rice, Inc., of 244 Madison Avenue, New York. 

As you may note, this firm starts with a price of $3.50 per dozen 
pairs for the classic slip-on, including all kor. transportation, full 
insurance coverage, brokerage, et cetera, and guarantees deliveries in 
5 months, or possibly less. 

A copy of this letter is attached as exhibit No. 3 in my presentation. 

(The letter referred to is as follows :) 


Exnuisit No. 3 


AMPHITEX, 
PHILIPPINE HAND MADES, 
New York, N. Y., November 4, 1955. 
WIMELBACHER & Rice, INC., 
New York, N.Y. 
(Attention: President. ) 


YOUR NEW SEASON’S PHILIPPINE PRODUCTION 


GENTLEMEN: Today’s competitive market demands that a firm get the best 
possible deal. Are you? 
Are you paying the lowest labor prices? 
Are you receiving the fastest delivery? 
Are you receiving the best workmanship? 


oe of these questions leave a doubt in your mind, you had better check 
with us, 
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Our prices start at $3.50 per dozen. This includes everything, and we mean 
labor, transportation, full insurance coverage, brokerage, etc. 

Our delivery is 5 months, and this is calculated from the date the tranks leave 
your premises until you receive the finished gloves. In many instances delivery 
has been made in less than 5 months. 

Our workmanship is “tops’—the firms we work for are our best references. 

We invite you to make the test. Send us your tranks, thread, and a sample of 
the glove desired. We will take over from there. 

May we hear from you? 

Sincerely, 
AMPHITEX, 
(Signed) §S. GoLDABER. 

Mrs. DomenrecH. South Seas and Amphitex are not the only repre- 
sentatives of factories operating in Manila. There are quite a num- 
ber of them in New York City alone who are producing the hand sew- 
ing of gloves at almost half the price that it costs the manufacturers 
to produce in Puerto Rico. 

At the wage hearings held in 1954 our industry went on record once 
more to point out that wage increases would become academic and 
only result in further loss of employment to the Puerto Rican worker. 
Foreign countries would be receiving the benefit of wage increases 
decreed for us as they would be the ones reaping the benefit of the 
trade while our production would be shrinking at a much higher rate 
than the paper increase given to our workers. 

The Administrator, in his findings and opinions, after a study of 
the presentation given in 1954 and all the official statistics available, 
approved an increase in the wage for hand sewers of fabric gloves 
from 21 to 2214 cents per hour, a 714-percent increase. For all other 
operations the rates went up from 29 to 40 cents an hour, a 38-percent 
increase. He admitted the fact that the outlook for hand sewing was 
not favorable, but tried to equalize hand-sewing rates in this division 
with those in other comparable divisions to avoid giving a competitive 
advantage to any group in the industry as a whole. 

As for wage rates for other operations involved in the production 
of hand-sewn gloves, the increase from 29 to 40 cents for other opera- 
tions was decreed on the basis that the proportion of employers dedi- 
cated to these operations was relatively small, and he thought the 
increase in cost would not affect the final costs too much. 

These increases, as small as they may seem, together with the new 
regulations that call for wage revisions every year, have been the 
straws to break the camel’s back. The manufacturers are disregard- 
ing Puerto Rico as a staple source of supply of hand labor, and the 
news that we receive from our connections are distressing. To be 
more specific, I shall refer to two of the largest factories that used 
to operate in Mayaguez, my own and that of my son-in-law, Bob 
Reuter. 

On October 26 Mr. Reuter received a letter from his main connec- 
tion, Merrill-Clark-Meinig, of New York, in answer to a request for 
information as to what he could expect in the way of orders. The 
original letter from Meinig was presented to the honorable president 
of the insular legislative board that held hearings on wages last 
November 1, but we present here a copy of said letter as our exhibit 
No. 4. 

Exhibit No. 4 is the copy of the letter from Shalimar Gloves, Mer- 
rill-Clark-Meinig, Inc., addressed to Mr. Bob Reuter. The letter is 
dated October 24. 
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Should I read it or will you put it in? 
Chairman Barpen. Yes, you may. 
Mrs. Domenecu. I shall read it. 


Deak Mr. REvTER: In the light of current increases in Puerto Rico, I want to 
write to you about what has been happening to our hand-sewing business with 
you. As you know, we have fallen off considerably in quantity in the last 3 
years. This has more than been made up by shipments of hand sewing to the 
Philippine Islands of our tranks. Just to give you some rough statistics, in 
1953 we sent about 26,000 dozens to the Philippines, in 1954 we sent approxi- 
mately 57,000 dozens, so far in 1955, in 8 months, we have sent over 80,000 
dozens, and that rate will continue for the balance of this year. This, as you can 
see, makes a considerable quantity of goods going to the Philippine Islands, 
which formerly were made in Puerto Rico. With the current increase we have 
accelerated our shipments to the Philippines and see no possible way of stopping 
this trend in the spring with new increases in the offing. 

This is a distressing trend from both of our standpoints. It is not easy to 
operate in the Philippines, comparatively to Puerto Rico, but when the price 
differential is so great, we have no choice to meet competition from all over the 
world. I might add that as well as we think we can do operating in the Philip- 
pines, it is possible to do even better in Japan from a price standpoint. 

We have some current circulars, put out by Philippine sewers that either I 
will enclose in this letter or Mr. Dahood— 


he is our New York agent— 


will get together and send to you. 
Yours very truly, 


MERRILIE-CLARK-MEINIG, INC., 
EMERSON CARLSON. 


By the way, Mr. Carlson is now in Japan. He left a couple of 
weeks ago. 


To evaluate the contents of this letter we shall give figures showing 


what this firm used to produce in Puerto Rico. 


[In dozens] 





| 

Sent to be Sent to be Sent to be 
sewn in sewn in sewn in 

Philippine Puerto | Philippine 

Islands Islands 





, 423 
52, 318 

















1 Up to Oct. 31, in 10 months. 
2 Up to Aug. 31, in 8 months. 


Our two factories, combined, have paid the following wages for 
hand sewing of gloves during the year 1946 to October 31, 1955: 





| 
Paid to Paid to factory Total paid for 
homeworkers workers labor only 





$1, 130, 836. 97 $128, 017. 47 $1, 258, 854. 

U 175, 440.55 143, 443. 81 1, 318, 884. 36 
1, 330, 877. 02 160, 848. 37 1, 491, 725. ; 

823, 864. 87 98, 829. 65 922, 694. 5: 

124. 527.75 1, 136, 054. 
137, 018. 85 913, 255. 79 
123, 691. 99 860, 487. 39 
546, 263. 110, 977. 29 657, 240. 56 
389, 758. 92 76, 100. 27 456, 859. 19 
284, 214. 68 67, 433. 23 351, 647. 91 














11st 10 months, Jan, 1 to Oct. 31, 1955. 
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And, of course, there have been wage increases during these periods. 
In June 1955 our rates were increased and in January 1951. 

So, in spite of increases, the volume of money that we pay for hand 
sewing has diminished considerably. 

Chairman Barpen. It has diminished approximately a million 
dollars. 

Mrs. Domenecu. It went up to a million and a half one year, close 
to a million and a half in 1948. We are down to a third of a. million. 

The above figures do not include what was paid by our factories for 
commission and overhead expenses. I must emphasize the fact that 
our connections have never divided their work among other con- 
tractors in Puerto Rico. In other words, we have not lost our work 
to hand contractors here; we have lost it to foreign competition. 

Through these years they have remained loyal to us. 

The reduction in wages paid by our factories, despite wage in- 
creases through these years, has gone to favor workers in foreign 
countries while the file of unemployed homeworkers in Puerto Rico 
has been increasing. 

I have been advised that the firm that supplied my factory with 
60 percent of the amount of work that we produced in 1954 and dur- 
ing the first 10 months of 1955 has made plans to send the greater 
volume of their production for fall 1956 to the Philippines. The 
latest raise in wages that took effect on June 6, 1955, when their fall 
1955 line had been booked, caused them considerable losses. The un- 
certainty of our market has prompted them to resort to a more com- 
petitive and a more stable source of production. This firm had here- 
tofore sent about 85 to 90 percent of her production of hand-sewn 
gloves to Puerto Rico and the small balance to the Orient. 

Due to the limited time at the disposal of this honorable audience, 
and the tremendous scope of the numerous problems that are to be 
analyzed I feel restrained, and will not enter into the details of the 

reparation and the marketing of a seasonal line of gloves. We have 
ost the volume of staple lines, and have been left to produce the 
small volume of seasonal styles and of special fill-in orders. 

It takes 7 or 8 months from the time that we start work on designs, 
models, reference samples, salesmen samples, the showing of the line 
and booking orders, the cutting and the execution of the orders for 
hand sewing, and the finishing and packing operations that are done 
in the fatcories in the States, to the time that the goods are ready to be 
delivered to the stores. Any break or uncertainty in the continuation 
of the process causes extreme hardships and disrupts the necessary 
sequence in the production of a seasonal line. 

Mr. Reuter and I used to have 22 subagencies or distribution and 
receiving centers spread out among towns and hills along the western 
section of the island. Our operators did not have to travel far to 
reach our centers, and could obtain all the work that they could 
handle in any specified period of time. 

The amount of work coming to us has been reduced to such an 
extent that in recent years we were forced to start closing the dis- 
tribution centers, and since last year we are operating exclusively 
from our main factories in Mayaguez. Asa result of the small supply 
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and the large demand for work, the operators travel by public cars 
from faraway towns and hills to come to us for work, and we have 
limited our operations to 3 or 4 days a week, depending on the neces- 
sities. 

The increase in wages has proven to be purely academic. The oper- 
ators beg for work that is not to be had. We had an enrollment of 
about 8,000 active homeworkers that has been reduced to about 1,500; 
most of the rest are still waiting, waiting to hear if work is available, 
to come and get it as fast as they can get to Mayaguez. 

Our small island is a poor agricultural country, struggling to be 
industrialized, but all the odds are against us. Homework is a neces- 
sary evil, that serves to help our people in their struggle for the bare 
necessities of life. The women who have all their chores to fulfill, 
women who cannot leave their homes and families in the country as 
the men in their family work on seasonal agricultural industries, and 
even men left unemployed between crops, all devote their extra time 
to hand sewing in order to make ends meet. 

During the last 2 years hardly a month goes by without our receiv- 
ing telephone calls or visits from mayors from small towns begging us 
to open up subagencies in their localities. Needless to say, it has been 
impossible for us to oblige. 

Strange as it may seem, many of our homeworkers have made up 
their minds to leave the island and go to the States, after they were 
left without work from our shops. This has been the case with factory 
operators also once we had to reduce our personnel or to cut down their 
number of working hours a week. 

The process of sinataatine industries with substandard wages is one 


that should be practiced only after the country is Brepaane with other 

promising industries that can absorb the unemployed, rather than by 

gaining an industry out of existence, only to create unemployment. 
Ith 


After all these sad, bare facts little can be added to stress the neces- 
sity of flexible wage laws for Puerto Rico. Special consideration 
should be given to those industries that, though still very necessary to 
our agricultural regions, are forced to pay substandard wages in order 
to exist in the face of foreign competition. 

I thank you. 

Chairman Barpen. At this point the Chair would like to recognize 
a new addition to our committee, Congressman Roosevelt, of Califor- 
nia, who has come in to help us out. 

There is a matter that I would like at this time to mention to the 
committee. 

We have witnesses scheduled who, I am informed, have important 
engagements and who would like to come before the committee at a 
specified time and be heard. If we can take care of those situations, 
we will because it is the purpose of the committee to have as much 
evidence presented as possible by those who are interested in present- 
ing it, 

The committee will have to move along a little faster than it did 
yesterday. We observed fairly long hours, but we did not cover as 
much territory as we should. So I shall request the committee mem- 
bers, if possible, to confine their questions to 3 or 4, or not to exceed, 
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5 minutes. If we cannot work that out among ourselves, then the 
Chair will entertain a motion that the time be limited. 

The Chair would also like to recognize the + wage y of another new 
member, Congressman Perkins, of the great State of Kentucky. 

Mr. Perkins, do you have any questions of the witness / 

Mr. Perxtns. Nothing at this time. 

Chairman Barpen. General Smith? 

Mr. Smrru. I simply want to commend the lady for a fine statement. 
_ It seems to me a perfectly clear example of how futile it is for man- 
made laws to try to interfere with economic laws. 

Chairman Barpen. Mr. Roosevelt? 

Mr. Roosrvetr. Mrs. Domenech, I think your statement is certainly 
very clear and very precise, and I certainly congratulate you on it. 

I would like to ask whether, in your opinion, you think that the 
present wage which is being received by your piece workers provides 
a full-time employment to them or just part-time employment under 
those conditions when you were working at full capacity. 

Mrs. Domenecu. When we were working at full capacity the women 
used to come in and take from our factories all the work that they 
thought they could accomplish or finish in 2 weeks or 3 weeks, depend- 
ing on the time limit that we gave them to finish the product. 

Most of our women do not employ a full 8 hours in hand sewing. 
I would say that 95 or 99 percent of them have a number of chores to 
do in their homes, attending to their children, their homes, their hus- 
bands, and so forth, and they do not devote all their time to hand sew- 
ing. They work on and off. 

Mr. Roosrvetr. If you had a full-time supply of labor would the 
situation be quite different from what it is now? 

In other words, if, instead of doing piecework on a part-time basis, 
people were available who would work on an 8-hour schedule, would 
that make any difference to your operating procedures? Or would it 
be impossible under existing labor conditions ? 

Mrs. Domenecu. You mean the operators working at home? 

Mr. Roosevetr. No. 

Suppose that you transferred all of that work to the factory ? 

Mrs. Domenecu. That would be impossible. 

Mr. Roosrvetr. It would be impossible? 

Mrs. DomeneEcH. It would be impossible. The women cannot aban- 
don their homes. Remember that this industry, hand sewing and hand 
embroidery, is a complement to their incomes, mostly in the agricul- 
tural sections. 

If we are going to advocate that they abandon agriculture, that they 
move into the cities, not only would there be tremendous social prob- 
lems and economic problems to fight against, but what would become 
of agriculture ? 

In the coffee-picking season, for example, they have to hold all those 
families in the country during the year, and the coffee crop will occupy 
them for 3 or 4 months only. During the rest of the time they sew to 
make ends meet. And to bring all those workers, those thousands of 
workers, to the factories would not be practical because the overhead 
expenses, the cost of production would be so great that it would only 
help to make the cost more prohibitive. 
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Mr. Rooseverr. Thank you. 

I have one more question. 

If there was an equalizing duty on other manufacturers or other 
factories, let us say, in Japan and in the Philippines, would that solve 
your problem? Would you be able to pay the minimum wage that you 
are paying today, or perhaps even more, if it was compensated for on 
the basis of a tariff imposed upon other competing countries? 

Mrs. Domenecu. I suppose it would be, sir. But when you come to 
compare costs and products, the difference is so great that I do not 
know if the United States Government would be willing to raise tariffs 
to such proportions. 

I know that your time is so limited that I do not like to take more 
than is absolutely necessary. 

Mr. Roosrvett. But from your knowledge of the industry, however, 
if such tariffs were imposed you would be able to sell your products 
in the United States at that time. So, therefore, the United States 
end of it could still sell the product received from you at the minimum 
wage which you have been paying. 

Mrs. Domenrecu. Yes, sir. 

Mr. Rooseverr. And, therefore, if we could protect you on that basis 
you would not be losing the business, and we would not be losing 
employment in Puerto Rico. 

Mrs. Domenercn. Positively. 

Mr. Rooseverr. Thank you. 

Thank you, Mr. Chairman. 

Chairman Barven. Mr. Velde? 

Mr. Vetpeg. I don’t think I have any questions, Mr. Chairman. 

Chairman Barpen. Mr. Metcalf? 

Mr. Merszatr. I want to join my colleagues in complimenting you 
on a splendid statement, Mrs. Domenech. 

I understand that you are speaking for the glove producers of the 
whole hand needlework industry and not only for yourself? 

Mrs. Domenrcn. Yes, sir. 

Mr. Mercaur. Has not the shipment of hand-sewn fabric gloves 
from Puerto Rico to the mainland held up pretty well over the years, 
including this year, 1955? 

Mrs. Domenecu. Not the hand-sewn gloves, sir. 

Mr. Mercatr. What part of the year do you do most of your busi- 
ness? In the early part of the year, the first half of the year ! 

Mrs. DomeNnecn. Yes, sir; the early part of the year. 

Mr. Mercatr. Now I have from the United States Bureau of the 
Census a report on the shipment of gloves from Puerto Rico to the 
mainland from 1939 to 1955. 

Mr. Chairman, I am going to ask unanimous consent to have this 
inserted in the record at this point. 

Chairman Barpen. Will you be a little more specific? 

Mr. Mercaur. It is Report No. FT-800 from the Bureau of the 
Census, on United States trade in merchandise and gold and silver 
with United States Territories and possessions. This is the portion 
that relates to shipments of fabric gloves from Puerto Rico to the 
mainland from 1939 to 1954. 
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(The information referred to follows :) 


Shipments of fabric gloves from Puerto Rico to the mainland, 1939-55 





| | 1| | | 
| Dozen pairs| Value i] Year {Dozen pairs} Value 


| 





986, 595 | $10, 005, 096 
802, 010 8, 892, 176 
1, 160,425 | 12, 779, 381 
9, 411, 404 
10, 444, 057 
t 11, 814, 274 
RR Se SSeS: 357 9, 504, 619 
January to July 1954._..-- , 6 5, 417, 220 
January to July 1955 “ 5, 331, 692 

















Source: U. 8. Bureau of the Census, Report No. FT-800, United States Trade in Merchandise and Gold 
and Silver With United States Territories and Possessions. 


Chairman Barpen. Is that related to handwork or machine work! 
There is a difference. a tt 

Mr. Mercatr. This is shipment of both, I guess. It is just of 
fabric gloves. 

Mrs. Domenecu. Those are machine-sewn gloves and hand-sewn 
gloves. Machine-sewn gloves have been increasing. 

Mr. Mercatr. They have been increasing ? 

Mrs. Domenercn. Yes, sir; while hand-sewn 

Mr. Mercatr. Hand-sewn have been decreasing ? 

Mrs. Domenecu. Have been decreasing, sir. : 

Mr. Mercatr. From January to July of 1954, 456,871 pairs of 
gloves, fabric gloves, both hand sewn and machine sewn, were shipped 
tothemainland. And from January to July of this year, 1955, 536,193 
pairs or an increase of about 80,000 pairs. 

Mrs. Domenecu. That is possible. 

Mr. Mercaur. And that is made up by the machine? 

Mrs. Domenecn. Yes, sir. 

Mr. Mercatr. So that the quantity of gloves being shipped out of 
Puerto Rico to the mainland is about the same. Is that right? 

Mrs. Domenecu. Yes, sir. 

I am referring in my presentation exclusively to hand-sewn gloves. 

Mr. Mercatr. But then you are not so much losing your glove 
business to some other area, but you are losing it to machine sewn. 

Mrs. Domenscu. Oh, no, sir. They are two completely different 
products. Hand-sewn gloves are being bought by the United States 
by the thousands and thousands of dozen, only they are not being 
sewn in Puerto Rico. 

If I may be allowed to say something here, the figures in the census 
are not correct when it refers to the importations of hand-sewn gloves 
from the Philippines. We have contacted Mr. Ely of the Bureau 
of the Census, and he has made certain corrections for us. He did 
make them in January of 1954. When we saw the reports of the 
census we were sure that they were incorrect, and we wrote to him, 
ya he was kind enough to revise the figures and give us the correct 

gures. 

Here we have a cable from him dated January 22, 1954. In fact, 
I wanted the figures to present to this honorable audience and I wrote 
to EDA here in San Juan to please get me the figures of imports of 
gloves from all the different countries of the world into the United 
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States. I received them last Saturday. And I was so surprised by 
the errors that I found that I thought it would be worth something 
to present them here. 

For example, from Japan, 1953, 2,050 dozen. 

Chairman Barpen. Do you have a correct figure as to the number 
from Japan ? 

Mrs. DomenecH. No; I do not have the correct figure from Japan. 
I do know that they are much more. 

I do have the correct figures from the Philippines for 1952 and 
1953. 

Mr. Mercatr. Mr. Chairman, is the witness going to submit this for 
the record? I am going to ask that it be put in the record and iden- 
tified. 

You obtained this from the EDA. It was compiled by the local 
Puerto Rican Commonwealth organization ¢ 

Mrs. DomEeNnEcH. From official records. 

Mr. Mercar. Will you submit that to the reporter to be incorpor- 
ated in the record, and then testify as to the errors that you have 
found ¢ 

Mrs. Domenrcn. It says, “Source: United States Department of 
Commerce, Bureau of the Census, Special Tabulation FT-10.” 

Now, for example, here in the year 1953 from the Philippine Re- 
public they have, as imports of cotton gloves, 8,530 dozen. And here 
we have a cablegram from Mr. Ely that through November of 1953 it 
is 148,507 dozen pairs. And there is his letter confirming the infor- 
mation from the Bureau of Census. That is J. Edward Ely, Chief, 
Foreign Trade Division, Bureau of the Census. 

Mr. Mercatr. Mr. Chairman, we turn to these Government agen- 
cies for our information on these important problems with which we 
are confronted, and we have here a conflict that I think we should 
pursue further later on. So I am going to ask that all of this be kept 
with the committee and inquiry be made at some later date as to why 
the figures compiled by the official Government sources are erroneous. 
I will not pursue the question any further if she will submit this for 
the record. 

Chairman Barpen. I will say this: I shall not request the witness 
to part with the original that she has, but I am quite sure she can 
identify those documents for the record at this point in the record. 

si request that the staff obtain them and insert them in the 
record 

Mr. Mercatr. Insert them in the record and return the originals to 
the witness. I would like the letter from Mr. Ely and the cablegram 
and all the information about which she has testified. 

Chairman Barpen. May I clarify this, Mrs. Domenech, by saying 
that we are not going to take your copies. You identify them in the 
record and we can get them very easily from any department. They 
are always available to us. That will not disturb your file. 

_ Mrs. Domenecnu. I would like to have the corrected copies of the 
imports. 

Chairman Barven. It will not disturb your file to identify the let- 
ters and get copies. 
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(The information referred to is as follows :) 


WasHINeTON, D. C., January 22, 1954. 
ENRIQUE ALVAREZ, 
Caribe Hilton, San Juan: 

Corrected figure for imports of cotton gloves knit on other than a warp-knitting 
machine (schedule A, No. 3090 700) from the Philippines during January through 
November 1953 is 148,507 duzen pairs. Letter following. 

Ey, Census. 


DEPARTMENT OF COM MERCE, 
BUREAU OF THE CENSUS, 
Washington, January 22, 1954. 
Mr. ENRIQUE ALVAREZ, 
The Puerto Rico Needlework Industry Association, Inc., 
170 East Once de Agosto Street, Post Office Bow 924, Mayaguez, P. R. 


Dear Mr. ALVAREZ: This will confirm the data on imports of cotton gloves knit 
on other than a warp-knitting (schedule A, No. 3090 7006) submitted in our 
cablegram of January 22 which reads as follows: 

“Corrected figure for imports of cotton gloves knit on other than a warp- 
knitting machine (schedule A, No. 3090 700) from the Philippines during Jan- 
uary through November 1953 is 148,507 dozen pairs.” 

Your attention is called to the fact that these figures exclude information on 
imports individually valued at less than $100 beginning with the data for July 
1953. Prior to July 1953, shipments individually valued at less than $100 were 
included in the import statistics and are reflected in the data furnished. 

For further information on the exclusion of imports individually valued at 
less than $100 from the import-commodity data, your attention is called to the 
article “Effect on United States Import Statistics of the Customs Simplification 
Act, including changes in the handling of low-value import shipments” in the 
enclosed September issue of the Foreign Trade Statistics Notes. 

If we can be of further service to you, please let us know. 

Sincerely yours, 
J. Epwarp Ety, 
Chief, Foreign Trade Division, Bureau of the Census. 
Enclosure. 


DEPARTMENT OF COMMERCE, 
BUREAU OF THE CENSUS, 
Washington, February 24, 1954. 
Mr. ENRIQUE ALVAREZ, 
The Puerto Rico Needlework Industry Association, Inc., 
170 East Once de Agosto Street, Post Office Bow 924, Mayaguez, P. R. 


Dear Mr. ALVAREZ: Reference is made to our cablegram and letter of January 
22 furnishing corrected figures for imports of cotton gloves and mittens of fabric 
knit on other than a warp-knitting machine (schedule A, No. 3090-700) during 
January—November 1953. Reference is also made to our letter of December 29, 
1953, furnishing corrected data on 1952 imports from the Philippine Republic of 
cotton gloves and cotton, rayon, and other synthetic textile wearing apparel. 

Since writing you on December 29, additional revisions have been made in the 
1952 data for the gloves reperted under schedule A, No. 3090-700, “cotton gloves 
and mittens of fabric knit on other than a warp-knitting machine.” We found 
that 13,131 pairs of gloves valued at $14,539 should have been reported as “men’s 
leather gloves, not over 12 inches in length, unlined, hand seamed” (schedule A, 
No. 0500-122). We also found that the figures we furnished you for wearing 
apparel under schedule A, Nos. 3114-100 and 3840-180 were inadvertently taken 
from the data for the first three quarters of 1952 (January through September) 
instead of calendar year 1952. Enclosed is a table showing the corrected figures 
for gloves and wearing apparel. 

We regret any inconvenience this may have caused you. If there is any fur- 
ther information you desire, please let us know. 

Sincerely yours, 
J. Epwarp Ety, 
Chief, Foreign Trade Division, Bureau of the Census. 
Enclosure. 
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Revisions of United States imports statistics of gloves from the Philippines, 1952 





As published As revised 





— Description Country or origin 
; Quantity! Value |Quantity| Value 





Doz. pairs Doz. pairs 

Cotton gloves and mittens of |) All countries 65, 997 ! 138, 275 | 1,178,820 
fabric knit on other than a |>Philippine Re- 524, 496 

warp-knitting machine. public. 


Cotton gloves and mittens in ||4!! countries 


part of hand-made lace. Phillipine Re- 


ublie. 


All countries 7, 162, 720 
Cotton-wearing apparel, pep a nv oe oo 
n. §. p. f., ornamental, Philippine Re » 508, 6, 818, 243 


ublic. 
Rayon or other synthetic 


All countries | 226, 903 
wearing apparel, nm. s. ¢., |}Philippine Re- 15 2, 133 
ornamented. 


public, 




















Mr. Metcatr. That is all. 

Chairman Barpen. Mrs. Green ? 

Mrs. Green. How would you compare the efficiency of the home- 
worker to a person who works in a factory ¢ 

Mrs. Domenrecn. You mean hand sewing? 

Mrs. Green. Yes. The efficiency and the ability of the person who 
works in the home as compared to the ability and efficiency of the one 
who works in a factory. 

Mrs. Domenecu. Well, it is difficult to answer your question, Mrs. 
Green, because there is so much of the human element involved. 

Mrs. Green. Many of them are highly skilled, though? They work 
at it for years and years ? 

Mrs. Domenrcu. After they have worked at it for years, and if 
they are ambitious enough, if they are not naturally a little lazy or 
just want to take it easy, they can accomplish much more than other- 
wise. 

Mrs. Green. Congressman Roosevelt asked about the possibility of 
transporting these people to the factories, eliminating the homework- 
ers. You said that it would not be possible because they could not 
take the women away from their homes and that it would disturb 
the agricultural economy because some of them work in agriculture. 

How does that fit into the statistics which we were given that 
there is 15 — unemployment in the island? I am under the 
impression that there is a tremendous surplus of workers and that 
there would be many, many people who would be there and ready to 
work in the factories. 

_ Mrs. Domenecu. Well, even if they are unemployed, some of them 
ae Bg afford to leave their homes and come to the factories to 
work. 

Mrs. Green. Is it not true, though, that there would be all that the 
factories could absorb who would want to go to the factories ? 

Mrs. Domenrcu. Now, for example, for the production we used to 
have, we had 8,000 homeworkers. Supposing that by bringing them 
to the factory and having them work the 8 hours steady we could 
produce the amount or the volume of work with 6,000 operators, let 
us say, or 75 percent. Now to what expenses would we have to go to 
have under roof 6,000 hand sewers ? 

Mrs. Green. Then the question is not that you would not have the 
people to transport to the factories, but it revolves entirely on the extra 
expense that it would cost management. : 

70428—56——7 
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Mrs. Domenecu. I think it is both, Mrs. Green. I would say a little 
of both. 

Mrs. Green. For the 8,000 homeworkers whom you say you would 
be transporting to the factories and taking away from their homes, 
is it not true that over there would be 8,000 unemployed who would 
want to go to the factories if they had a chance? 

Mrs. Domenecn. I am a firm advocate of homework. As a woman, 
I 


Mrs. Green. I realize that, but is it not true that there are another 
8,000 over here who are unemployed and who would like to go to the 
factories ? 

Mrs. DomenrcH. Remember, Mrs. Green, I am referring only to 
my factory. I am not the only one. There are 30 factories, 30 glove 
factories in Puerto Rico. 

Mrs. Green. The only thing I am trying to find the answer for is: 

Is it a matter of the extra expense to which you would have to 
go in capital outlay to establish the factory? Isn’t that really the 
item under consideration ? 

Mrs. Domenrcu. No, ma’am; I would not say that. Even though 
I have not made an extensive study of it, it is just through my prac- 
tice and my years of experience, I think it is a problem that would 
be very, very difficult to solve with just compelling them, trying to 
compel them to come to the factories. 

Mrs. Green. Would it be compelling them or are they just out 
there anxious to go to the factories? I am under the impression, 
and I have been told by dozens of people on the island, that there 
are thousands who would jump at the chance to go to a factory to work 
if they had it. 

Mrs. Domenecn. I would say, Mrs. Green, that the majority are 
not anxious to come to the factories to work. 

Mrs. Green. That is all, Mr. Chairman. 

Mrs. DomenecnH. Not in my section. 

Mrs. Green. That is all. 

Chairman Barpen. Mr. Bosch? 

Mr. Boscu. No questions. 

Chairman Barpen. Mr. Coon? 

Mr. Coon. No questions. 

Chairman Barpen. I want to thank you for your presentation. 
And I would like to just make this comment : 

From my experience in the States, having been reared in an agri- 
cultural section and on the farm, I hope that Puerto Rico preserves 
its rural economy, its agricultural economy—improve it, yes; but pre- 
serve it—because it has been my observation in the States that you 
do not solve problems by packing the millions into the big cities. 
You create other problems that are not too easily solved. 

So I am not one to discourage the preservation of rural economy 
and the home. And [I still think that it is awfully important for the 
mother to be in the home. 

Thank you so much. 

Mrs. Domenecn. Thank you. 

Chairman Barpen. Mr. Marcano? 

For the record, will you identify yourself and those whom you wish 
to appear with you, as well as the organization you represent? 





MINIMUM WAGES FOR PUERTO RICO AND VIRGIN ISLANDS 93 


STATEMENT OF HIPOLITO MARCANO, PRESIDENT, PUERTO RICO 
FEDERATION OF LABOR (AFL), ACCOMPANIED BY ARTEMIO 
GARCIA, PRESIDENT, CEMENT WORKERS UNION; CRUZ M. RO- 
DRIGUEZ, MEMBER, CEMENT WORKERS UNION; BRUNILDA 
RODRIGUEZ, MEMBER, UNION OF BRASSIERE WORKERS; REGINA 
URDANETTA VAZQUEZ, PRESIDENT, MEN’S CLOTHING WORKERS’ 
UNION; JUAN BERBERENA, SECRETARY, CEMENT WORKERS 
UNION; RAMIN RIVERA DEL VALLE, TREASURER, CEMENT 
WORKERS UNION; ROBERT GLADNICK, REPRESENTATIVE, IN- 
TERNATIONAL LADIES GARMENT WORKERS UNION; LEONA VAN- 
TERPOOL, CHAIRMAN, LOCAL 24926, BRASSIERE WORKERS’ 
UNION; AND FELIPE COTTO SIERRA 


Mr. Marcano. Mr. Chairman and members of the committee, my 
name is Hipolito Marcano, and my address is 252 Tanca Street, Post 
Office Box 1648, San Juan 8, P. R. I am president of the Puerto 
Rico Federation of Labor, which is a branch of the A. F. of L. I 
appear before this committee on behalf of the American Federation 
of Labor, and, of course, the Puerto Rico Federation of Labor. 

In order to save time, Mr. Chairman, I am going to read from my 
notes here a concise statement, and I would like to have permission 
from this committee to file, later on, an overall statement for the 
record, if that is agreeable. 

Chairman Barpen. Without objection, that will be done. 

(The information referred to will be available for reference when 
furnished. ) 

Mr. Marcano. Today, Mr. Chairman, I have here with me a group 
of workers from different industries. They are my staff of under- 
graduate practical economists, and they will assist me in my testimony, 
and answer questions from any member of the committee. 

They are Mr. Artemio Gracia and Mr. Cruz M. Rodriguez from 
the cement industry, Brunilda Rodriguez, brassieres; Regina Urda- 
netta-Vasquez, men’s clothing; Juan Berberena, the cement industry; 
and, to my right is Mr. Robert Gladnick, representative of the 
ILGWU in Puerto Rico, and Mr. Felipe Cotto Sierra, from the 
cement industry. 

We are grateful for this eee to share with you the col- 
lective thinking of the vital subject of minimum wages for the wages 
of Puerto Rico and the efforts to find the solution to the problem. 
We are sure that when you finish your task here you will be in a 
much better position to pass judgment on the merits of our case and 
to legislate to promote higher standards of living for the workers 
of Puerto Rico by raising their minimum wages to reasonable levels 
within a differential with those on the mainland. 

There is unanimity of opinion in Puerto Rico among the workers as 
to the basic objective of the wage determination policy. They want 
to achieve the national level of minimum wages as soon as possible so 
as to do away with the ever-increasing differential between our wages 
and those prevailing on the viiietinde From there on they want to 
keep pace with any increases granted to those minimums by Federal 


nen gen Our opinion is shared by the government of Puerto 
100. 
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In this respect I want to quote from the Declaration of Principles 
of the pending minimum wage bill before the Legislature of the Com- 
monwealth of Puerto Rico. Section 1 (c) states: 

* * * It is further declared that it is the policy of the government of the Com- 
monwealth of Puerto Rico to achieve as soonas possible a minimum-wage level 
equal to the one established under the Fair Labor Standards Act of 1938, as 
amended, for the industries engaged in commerce as this term is defined in the 
law, or that is $1 per hour; and to maintain an equal level to that which might 
be established in the future under said statute. 

Since the Fair Labor Standards Act of 1938 was enacted Puerto 
Rico has been struggling with the problem of low wages, low standards 
of living and purchasing power, and waging economic and social 
war against hunger, misery, and want. However, the net results of 
our agonic growth have been translated in many specific cases in more 
profits for the employers and less wage benefits for the workers. It is 
irue that in many industries our wage levels are comparable with those 
onthe mainland. That has been possible through effective bargaining 
and strong trade-union movement. Those cases, however, are not in- 
dicative of the overall situation. 

After 15 years of the old minimum-wage determination procedure 
we still have wages as low as 211% cents an hour plus miserable living 
and working conditions, which you have witnessed personally this 
week. We urge you to concentrate efforts and action to eliminate as 
soon as possible those wage levels, which are a disgrace to our Amer- 
ican way of life, a serious weakness in our democratic society and a 
serious challenge to human dignity. 

The readjustment of those substandard wage levels cannot be made 
overnight. But it has to be done as quickly as possible. The first 
step is to redress the miserable conditions in which we have put and 
forgotten the underpaid workers who earn 2114 cents an hour. 

In order to establish justice and promote the general welfare of the 
forgotten workers at those inhuman levels we have to fix a starting 
point in our wage-fixing policy, and from there on retain the flexibility 
in the adjustment of higher minimums. Through this process we hope 
to achieve eventually those wage levels prevailing on the mainland so 
that Puerto Rican workers become fully viietel to the national eco- 
nomic orbit to which they belong. 

By convention action, the American Federation of Labor fixed that 
initial adjustment in 25 cents per hour, which was the same increase 
that our national Congress granted to our fellow citizens on the main- 
land, to go into effect as of March 1, 1956, which is the effective date of 
the increase to the $1-an-hour level. The flexible procedure to fix 
minimums in Puerto Rico and Virgin Islands established by the Fair 
Labor Standards Act, as amended, is acceptable to the workers of 
Puerto Rico although we have some objections to the provisions con- 
tained in the regulations on wage order procedure, enacted by the 
Administrator of the Wage and Hour Division pursuant to section 5 
(c) of the law. 

Although you are fully aware of the wage case history in Puerto 
Rico, especially now that you have examined the patient inside out, 
it is well to note that since 1938 we have been unable to increase the 
wages in a substantial part of the low-paying industries to even sub- 
standad levels. While wage levels have made considerable upward 
progress in the mainland, in our Commonwealth we are far behind 
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in lost battalion struggles with misery and want. In the meantime, 
the differential between both wage levels have grown so far apart that 
the time has come to talk less about the symptoms of the case and do 
more to face it squarely. 

Here are some examples of the disproportionate growth of those 
differentials : 





Average wages 





Differential 
United 


States Puerto Rico 





IGP. ...scadttheddowk> ong cigipceachitetindbinicetendnkindobaweeedewne 3 $0. 63 $0.19 
1944 1. 02 . 23 
1950 1, 42 44 
1955 (June) 1. 88 - 55 














Now let us look at some specific industries: 





Average wages 





Differential 


United : 
States Puerto Rico 





Leather products: 
December 1939 $0. $0. 14 
1 40 

1 


. 47 
Furniture and fixtures: 
December 1939 F -13 
January 1950 2 7) 
1, ‘ 














The source of these figures is the Bureau of Labor Statistics of the 
United States Department of Labor, and the Bureau of Sxatistics of 
the Puerto Rico Deaieaneut of Labor. 

This growing span of differential against Puerto Rico is of a tre- 
mendous importance in the consideration of this complex problem 
because of the related factors which tend to stem out of this wage 
pattern. Among those we have to mention are the very low standards 
of living, unemployment, overpopulation, housing nutrition, and edu- 
cation. Then we must consider the fact that in those low-wage-payin 
industries the workers are not organized, or, if they are organized, 
their unions are very weak and, therefore, are unable to do much in 
the way of raising the minimum through collective bargaining. It is 
at those levels where they confess that their hope is based on the action 
of Congress in regard to their minimum wages. 

That dependent attitude toward the paternalistic protection of 
Congress is not desirable for a strong, healthy, and free trade-union 
movement, but it is a reality which we cannot escape in dealing with 
the problem. We are confident that Congress will legislate itself 
away from the hope of these workers so that they may find their way 
back to normal growth into democratic industrial relations. In the 
meantime, Government intervention to uplift wage levels is unavoid- 
able. Where minimum wage tends to become the average wage, 
because the workers are not organized, congressional action has to lift 
them to reasonable standards, from where they can take over through 
collective bargaining. 
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We are faced with this awkward situation today because of the 
serious defects of the old wage-determination procedure. Puerto Rico 
had to face tremendous stumbling blocks on its path to decent wage 
levels. First it was exempted from the statutory minimum, and indus- 
trial committees were established. Then the procedure was such that 
it was a real mockery to the traditional policy of minimum-wage deter- 
mination in modern industrial relations. As a result, the differential 
spread more and more while the low minimums were kept almost static 
by the wage-fixing procedure. 

Here is a chapter of this tragic biography of the problem: 

From October 24, 1938 to October 1945, in the lumber and millwork 
industry, both in Puerto Rico and the continental United States, the 
legal minimums were 25 cents from October 1938 to October 1939; 30 
cents from October 1939 to October 1940; and 40 cents up to October 
1945. However, Puerto Rico was exempted from the legal minimum, 
and the Wage and Hour Administrator took over. 

The first wage determination in this industry in Puerto Rico was in 
October 1945, and it kept the minimum in 32 cents. No further review 
was made until August 1952, after the 75-cent minimum was effective 
on the mainland, and then the wage rate was increased from 32 to 42 
cents an hour. Since 1952 and up to the present time no other wage 
determination has gone into effect, and 42 cents an hour is still the 
prevailing minimum in this industry. Next March 1956, the mini- 
mum in this industry on the mainland will jump up to $1 an hour 
while our minimum is still sitting at the rock bottom of 42 cents. 

Mr. Chairman, let’s look at the high cost of living, which has been 
frequently mentioned by employers and other interested parties, as a 
— in the analysis of the wage-determination policy for Puerto 

ico. 

An illustration is provided of the high cost of living compared to 
the cost of living in the United States by a study made by the United 
States Bureau of Labor Statistics issued in October 1953, entitled “A 
Method of Measuring Comparative Living Costs in Communities with 
Differing Characteristics.” 

The study related to officeworkers employed by the Federal Govern- 
ment in San Juan and Washington, D. C., for 1950. This study shows, 
and I quote: 


For families with the same money resources, dollar expenditures for neces- 
sities are higher in San Juan than in Washington, indicating that the living 
costs are higher in San Juan. When living costs in Washington are taken as a 
base, equivalent living costs for families of the same size in San Juan were 18 
percent higher. 

Taking into account that living costs in Washington have increased 
between 1950 and 1953 faster than in San Juan, the Bureau of Labor 
Statistics concluded that in the late spring of 1953 living costs in San 
Juan were 17 percent higher than in Washington. 

Other studies were made after the Federal Government. temporarily 
eliminated, in July 1953, salary differentials for its employees in San 
Juan. Protests made to Washington, not only by the attected workers 
but also by the government of Puerto Rico, brought another investiga- 
tion of the problem. A special Advisory Committee was appointed 
by the Civil Service Commission, and this Committee requested the 
Bureau of Labor Statistics to review its method of measuring com- 
parative living costs. 
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In March 1954 the Bureau of Labor Statistics reported by letter to 
the Advisory Committee : 


According to the most accurate calculation that can be made with the statistical 
data on hand, the cost of living among Federal employees is 35 percent higher 
in San Juan, P. R., than in Washington, D. C. * * * Measures of the relative cost 
of living are subject to a statistical error of about 5 points * * * that is larger 
and, hence, more reliable samples of Federal employees’ family expenditures 
records might have yielded ratios in a range between 30 and 40 percent for San 
Juan * * *, These relative costs are * * * applying to the year 1950 for San 
Juan * * *, The changes in price level subsequent to these base dates, accord- 
ing to all available information, have not differed sufficiently * * * to affect a 
significant change in the ratios. 


Following review, the Committee recommended reinstatement of 
the cost-of-living allowance in Puerto Rico of 25 cent. 

And finally, I want to quote our able Resident Commissioner of 
Puerto Rico in Washington, Dr. Ferndés, who stated before the Senate 
committee on May 5, 1955, page 1252, that: 


Living costs in Puerto Rico at comparable levels, according to official figures 
from the Department of Labor of the United States, are higher than in Wash- 
ington. 

Of course, you members of the committee have had an opportunity 
to observe these figures during your visit to Puerto Rico. 

Washington is the highest cost city in the United States. Living 
costs in Washington are 8 percent higher than in New York, 10 per- 
cent higher than in Savannah, Ga., 6 percent higher than in Pitts- 
burgh, 12 percent higher than in Kansas City, and 16 percent higher 
than in New Orleans. 

I leave it to you to figure out how much higher is the cost of living 
in Puerto Rico than it is in the different sections of the United States 
mainland which I have mentioned. 

Now, Mr. Chairman, I want to refer to the topic of foreign competi- 
tion which has been mentioned here by some witnesses. 

Employers who come before industry committees or before any 
other body that has to do with minimum wages in Puerto Rico, very 
fréquently allege, inter alia, that the substandard rates cannot be 
raised because they are in open competition with foreign countries, 
and they make it a strong point that such reality should be controlling. 

That is tantamount to advocating that wages in Puerto Rico be 
kept at those gen levels or in their vicinity so that the employers 
might compete without risking anything in their economic Olympic 
games with Madeira, China, or the Philippine Islands. It is the poor 
home or factory workers who should share the burden, pay the ex- 


penses and keep the colors flying at the headmast of our national 
market. 


Let us examine the facts. 

There is, of course, no question that some products made in Puerto 
Rico, same as anywhere else in the United States, have to compete 
with similar products made abroad. This does not hold true in the 
case of every industry and every product. Take, for example, the 
office machines, supplies, and electric razors produced here vy Reming- 
ton Rand. These products have very little or no conipetition from 
abroad. Brassiere industry on the stateside is primarily an export- 
ing industry, and our production here in Puerto Rico competes only 
with the mainland. Production of Paper Mate pens has no foreign 
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competition, and same is true of work gloves. These are all industries 
that operate on a factory system. 

Even in the case of many products turned out by homeworkers, 
foreign competition is nonexistent. We produce, for example, em- 
broidered military insignia for our Armed Forces, rating badges and 
sailors’ caps for the Navy. There is no foreign competition in these 
cases. Our production of crocheted slippers in the homes and of silk 
and rayon embroidered underwear has no foreign competition. The 
employers so testified before the industry committee which met in San 
Juan last summer. The same is true of embroidery on blouses and 
dresses for stateside manufacturers with no foreign competition. 

I repeat that the bulk of these operations is done in workers’ homes, 

There are, however, some products that do meet foreign competition. 
In the needlework industry these include handkerchiefs, scarves, and 
gloves. But we are sure that neither the Commonwealth nor the Fed- 
eral Government, and certainly not this committee, would even at- 
tempt to suggest that we compete with these countries in terms of their 
own subhuman wage levels. Wage levels and standards of living in 
these areas certainly are not going to set the formula for wage deter- 
minations in Puerto Rico or for minimum-wage legislation in 
Congress. 

To the question whether a wage rate of 2214 cents is reasonable, 
invariably the employers answer that it is the highest rate they can 
pay. Of course, that does not answer the question, but is an implica- 
tion that it is reasonable because they cannot pay more, which prepares 
the mind for the conclusion that ability to pay should be the ratio 
decidendi in minimum-wage determination or legislation. 

We strongly reject that rational process. 

Then employers claim that because of foreign competition existing 
wage rates—no matter how inhuman—should not be altered. 

Again we say that such theory is based on the false proposition that 
a substantial number of Puerto Rican workers subsidize the opera- 
tions of the industry in its private economic war with petty os com- 
petitors, at the price of their own privation, misery, and hunger. 
That, we submit, is contrary to the fundamentals of human dignity. 

We agree that there is a,serious industrial and economic problem 
when our markets are dumped by foreign producers which operate 
with coolie wages. But the answer to that problem does not lie in 
the province of wage policy, but elsewhere. 

If any industry is paramount to the welfare of the Republic or of 
its political subdivisions, and that industry encounters rough foreign 
competition which might threaten its survival, the issue must be han- 
dled squarely and boldly by Congress through appropriate mecha- 
nisms of tariffs and quotas on foreign imports. If the matter is meri- 
torious, industry should look for a redress in Congress after adequate 
presentation of its case. 

But, under no circumstance, should industry pretend that low wages 
should be kept untouched to give to it a margin of benefits to survive 
and win the war of foreign competition. 

We want to stress the point that we are not dealing here with the 
wage level of America’s best paid workers but with the miserable 
subsistence of America’s worst paid wage earners under the United 
States flag and at America’s frontier in the Caribbean. At this wage 
level our workers cannot afford to give economic protection to their 
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employers in their war of economic attrition. On the contrary, they 
need economic protection from their employer to win the domestic 
war against hunger and want. 

The attitude of employers toward the minimum wages for home- 
workers has no relation whatsoever to foreign competition. As I have 
already mentioned, employers from Puerto Rico testified in July of 
this year before Special Industry Committee No. 17-A that they 
faced no competition from foreign industries in the manufacture of 
silk, rayon, and nylon underwear. Yet they opposed the payment of 
minimum wages to their homeworkers in excess of 26 cents an hour. 

Originally when the first committee considered the minimum wage 
for hand sewing in these underwear lines back in 1940 it fixed a mini- 
mum wage of 15 cents an hour for this work. At that time the corre- 
sponding legal minimum wage in the States, also fixed by an indus- 
try committee, was 35 cents an hour, or 20 cents higher than in Puerto 
Rico. 


Percentagewise, this minimum in Puerto Rico represented 43 percent 
of the stateside rate. 

The minimum for hand sewing before the increase just granted by 
the industry committee was 21 cents, and it was raised to 26 cents an 
hour. In relation to the stateside rate of 75 cents an hour, even the 
present minimum is 49 cents short. Percentagewise it represents only 
35 percent of the mainland minimum. Of course, after the $1 mini- 
mum becomes effective on March 1, the difference between Puerto Rico 
and the mainland minimum rates will become 74 cents an hour, and 
our minimum will be but 26 percent of that paid to the continental 
workers. 

If the 25-cent minimum adjustment were even applied to the older 
21-cent rate for hand sewing on this job the resultant minimum wage 
would be 46 cents an hour, or 46 percent of the mainland minimum. 
It would, thus, be comparable to the percentage differential between 
Puerto Rico and the States which existed in the early forties. 

Now I want to say a word, Mr. Chairman, about transportation 
costs, which have also been mentioned here. 

Many employers argue that wages should not be increased because 
of their high cost of transportation. 

We would like to look into that situation for a moment. 

Transportation costs are definitely lower to and from the United 
States to Puerto Rico than railway freight costs in continental United 
States. This is constantly reaffirmed by the Economic Development 
Administration of Puerto Rico in its many publications after careful 
study of the problem. In their brochure called Expand Your In- 
dustry in Puerto Rico, they say: 

Nationwide distribution is possible at less cost from Puerto Rico than between 
many major cities on the mainland using inland transportation. 

Such a criterion is supported by Mr. Herbert Lee, president of the 
Caribe Shoe Corp. In an interview published in the U. S. News & 
World Report on April 30, 1954, Mr. Lee said : 

The shipping lines have given us an excellent service. They really keep the 
stuff rolling * * *. There is a preferential rate northbound which permits us 


to get the shoes into New York for about 2 cents a pair. This is a very helpful 
inducement-for the buyer to order shoes f. 0. b. San Juan. 
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A similar opinion was expressed by Mr. J. E. Mossman, of the 
Philips Control Corp., Santurce, P. R., in the same magazine on June 
6, 1954, when he said: 

Shipment by sea from New York to San Juan costs a lot less than shipments 
from Chicago to New York by trucks. 

With regard to air freight, he expressed a similar opinion, com- 
mending the good service and reasonable cost. 

Now, finally, Mr. Chairman, I want to say a word in regard to profits, 
which have also been mentioned in the course of these hearings. 

According to a recent study, the new plants set up under the auspices 
of the Economic Development Administration, that is, plants 3 years 
old and under, had a return on their investment of 31 percent per year. 
This quotation is from Yasseen, Plant Location, chapter XIII, en- 
titled “Puerto Rico—A New Factor in Plant Location.” 

For the entire private sector of the Puerto Rican economy the net 
profit of industry amounts to 90 to 92 cents for every dollar paid 
out as wages and salaries. The wage bill includes executive com- 
pensation as well as the wages and salaries of ordinary employees. 

The reference of this quotation is the Statistical Yearbook for 1955, 
page 128, table 77. This book is published by the Puerto Rico Plan- 
ning Board. 

That is, in substance, the basis for our position, Mr. Chairman, that 
we should go along in the fixing of the minimum-wage rates for Puerto 
Rico by first taking an upward step from the present minimum, and, 
from there on, leaving it up to the industrial committees to follow the 
flexible procedure in fixing minimum wages. This flexible procedure 
has been amended, of course, in the new law, and, as I said before, 
the procedure is acceptable to the labor movement in Puerto Rico al- 
though we have some minor objections to the provisions of the regula- 
tions.’ But that has to be, of course, discussed in another forum. 

The American Federation of Labor and the Puerto Rico Federation 
of Labor strongly urge that this committee follow this procedure of 
increasing the minimum level and then leaving it up to industry and 
labor to follow the flexible procedure in establishing the Puerto Rican 
minimum wages so that we can achieve, within a reasonable time, the 
minimum-wage level of the continental United States. 

Thank you. 

Chairman Barpen. Mr. Marcano, this past year this committee was 
confronted with the very problem you mention. 

Speaking for myself, I did not feel I had sufficient information to 
pass upon the question of a fixed minimum. 

The House, as you recall, did not venture into hearings on the mat- 
ter. The Senate acted. I do not know mach about the hearings, but 
the Senate acted. It boiled down to whether a fixed minimum should 
be put into law for all industry engaged in commerce in Puerto Rico. 

think you have answered this in your discussion, but I would like, 
for the record, to ask you whether or not you would approve a $1 mini- 
mum for all industry in Puerto Rico effective March 1. 

Mr. Marcano, 1956? That is next March? 

Chairman Barven. In 1956; whether you would approve a dollar 
eerie effective March 1, 1956, for all industry in the island under 
the act. 


Mr. Marcano. No, sir. I would not advocate such a policy. 





MINIMUM WAGES FOR’ PUERTO RICO AND VIRGIN ISLANDS 101 


We are faced with the realities of the situation in Puerto Rico, and 
we know that that is not possible to fix a dollar across the board to all 
industries in Puerto Rico next March. 

Chairman Barpen. That is some comfort to me because that was 
my position. 

Now out of that grew the committee’s decision to come to Puerto 
Rico and let you folks try to educate us on this problem. 

Mr. Perkins? 

Mr. Perxrns. I have nothing, Mr. Chairman, except I wish to com- 
pliment the witness on bringing to us a very pertinent statement. 

And I thank you. 

Chairman Barpen. General Smith ? 

Mr. Smirn. No questions. 

Chairman Barpen. Mr. Roosevelt? 

Mr. Roosgveir. May I first ask you—You are going to submit an 
amplified statement ? 

Mr. Marcano. That is correct, sir. 

Mr. Roosnveur. Would you prepare one for each member of the 
committee ¢ 

Mr. Marcano. I will do that, sir. 

(The information referred to will be available for study when 
furnished. ) 

Mr. Roosevert. Secondly, in answer to the chairman’s previous 
question, have you made any determination as to what increase you 
do believe should be the minimum increase at the present time effective 
as near March 1 as the Congress might act, before the flexible provi- 
sions would come into play ? 

Mr. Marcano. As I said in the brief, sir, the American Federation 
- Labor, by convention action, fixed that increase at 25 cents per 

our. 

Mr. Roosevert. So you recommend 25 cents an hour as the increase 
applicable to all industry ? 

fr. Marcano, All industry. 

Mr. Roosrvett. Including piecework and everything else? 

Mr. Marcano. Including piecework and everything else. 

Mr. Roosevetr. What is the ratio of organized labor to the total 
labor force in Puerto Rico? 

Mr, Marcano. We do not have exact figures on that, sir. But a 
ae guess would be around 40 percent of the total working force 
in Puerto Rico is organized. I might be way off, but, of course, I am 
just guessing. 

Mr. Roosevert. Would you say that the cost of living in Puerto 
He~ a the figures that you gave, is comparable all the way down 
the line 

Of course, I might say parenthetically that the cost of living for an 


Heer ms rson is equally high. It does not go down because he 
is unem eyed, 


Mr. Marcano. That is right. 

Mr. Rooseveur. However, what I am anxious to know is, in case 
someone says that the cost of living at a standard, a certain standard, 
is higher in percentage, does that same percentage apply to every- 
— going down the scale to lower income groups ¢ 

r. Marcano. Yes, sir; I think so. 
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If it pleases the committee, I will just give you an example. I men- 
tioned specifically the study made among Federal employees who are 
a shariyy Rico in the higher bracket, say in the reasonable middle 

racket. 

Mr. Roosevett. That is why I asked you the question. I think it is 
important that we not be told later that this same ratio does not apply 
to the people in the middle income brackets and the lower income 
brackets. 

Mr. Marcano. I think the ratio in the lower income brackets is 
higher, sir. 

I have here a report of the Department of Labor, Bureau of Labor 
Statistics, of the Commonwealth of Puerto Rico, and it is the con- 
sumers’ price index for wage earners, families in Puerto Rico, 1942 
to July 1955. They are using March 1941 as 100 percent level. They 
are starting from there. 

The peak is in May 1954. It rose from 100 percent to 202.4 percent. 
Then in 1955, taking thesselected months from January 1955 on, in 
January it was 197.3; February, 197.2; March, 197.5; April, 197.9; 
May, 197.8; and June, 198; and July, 197.7. 

That is the increase in cost of Living, or the price index of wage 
earners in Puerto Rico, which is a very low bracket. 

While we have those increases in all items—and before we move to 
the next table—I want to call your attention to the fact that the in- 
crease in food goes from 100 percent in 1941 to 234.8 percent in July 
1955. The peak was in May 1954, at 244.3 percent. 

In clothing it went from 100 percent to a peak of 151.9 in 1943, and 
then it came gradually down and in July 1955, it is 145.5. But I want 
to call your attention to the fact that since January 1954, it has been 
145.6 and in July 1955, it is still 145.5. So there is more or less a 
plateau in the figures. 

Then rent, which is very high here; from 100 percent it went up to 
133.4 percent. There is an ever-increasing curve up to 133.4 in July 
1955. 

In housefurnishings it went up from 100 percent in 1942 to 178.3 
percent. And in miscellaneous articles it went up from 100 percent 
to a peak of 166 percent in May of 1954, and came down to 164 percent 
in July 1955. 

Now those are the figures for wage earners. If we compare those 
with the United States we find that, according to the Bureau of Labor 
Statistics of the United States Department of Labor, the increase in 
total food in the United States—of course, starting from 100 percent 
in 1949 at the time when in Puerto Rico it was 163—it rose to 112.6 
in 1954. That is an increase of 11 percent from 1949 to 1954, and for 
a comparable period of time the increase was roughly 32 percent in 
Puerto Rico while it was 11 percent in the States. 

So it does not keep pace. 

In comparing the increase in cost of living you have the tremendous 
increase in cost of living in Puerto Rico, on the one hand, and the more 
reasonable increase in the United States. 

And, of course, we cannot corapare the two economies. 

Mr. Roosrvett. Thank you, sir. I have one more question. 

You heard the previous witness? 


Mr. Marcano. I heard part of the testimony, sir. 
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Mr. Rooseverr. From the hand-sewn glove industry. And I think 
you heard my colleague, Mr. Metcalf’s figures, which showed that 
the total glove industry in Puerto Rico was not going down, and, in 
fact, the machine-made portion of it was going up and had consid- 
erably increased, 

Mr. Marcano. Yes, sir. be 

I may point out, sir, that yesterday when they were cross-examining 
the other witness, one of the Congressmen quoted statistics from the 
Department of Commerce, the United States Department of Com- 
merce, showing that, in spite of foreign competition, foreign imports 
on these items have been ecreasing since 1949 while the Puerto Rican 
imports in the United States have been kept on a plateau, a level of 
$1 million in imports. 

Mr. Roosevert. I agree with the chairman that I certainly do not 
want to see the agricultural economy of Puerto Rico upset in any 
manner. On the other hand, is not the ede oo attack to increase the 
agricultural income in order that it not be dependent upon piecework 
and the housewives having to take-it home in order to get enough 
income? Is not the solution for people who live in an agricultural 
community to increase the income of agricultural workers to the point 
where their wives will not have to go to work in industry ona piece- 
work basis and take it home to do? 

Mr. Marcano. That would be the ideal thing, sir, and we certainly 
are fighting before the Puerto Rico Legislature and the Minimum 
Wage Board of Puerto Rico to increase also the wages in agriculture 
so that they do not have to suffer that experience. 

Mr. Roosrevetr. Would you be in favor of possible exemptions in 
certain industries, however, until that situation can become adjusted 
so that homework industry, so to speak, can meet competition from 
foreign countries such as Japan and the Philippines? Would you 
recommend that they be given an exemption in the law? 

Mr. Marcano. That, of course, depends on the nature of each 
particular case. 


Mr. Roosrveut. Let’s be specific, about the glove industry, the 
hand-sewn part. 

Mr. Marcano. The glove industry, which is developing steadily. 
If this industry shows that it can survive—and certainly I am sure 
poy they do show that—then the 25-cent increase should be applied 
to them. 

Mr. Roosrveur. To the hand-sewn part also? 

Mr. Marcano. I think so. 

Mr. Roosevett. That is all, Mr. Chairman. 

Chairman Barpen. Mr. Velde? 

Mr. Vetpg. Just one question. 

I am not quite sure I understand what your exact recommendations 
are as far as the A. F. of L. is concerned. Do I understand that you 
recommend that the Congress enact a law that would raise the present 
wages 25 percent ? 

Mr. Marcano, 25 cents an hour. 

Mr. Vewpe. 25 cents an hour? 

Mr. Marcano. 25 cents an hour. 

Mr. Ve.pg. That would make the minimum wage in the needle- 
work industry 4714 cents an hour, 
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What do you think would happen to the needlework industry here 
in the island if that were done? 

Mr. Marcano. We have discussed that at length, and we know—— 

Mr. Vexpe. I am sorry; I do not hear you. 

Mr. Marcano. We have discussed the problem at length. And the 
increase of 25 cents an hour in these low-paying industries certainly 
will present a problem for them. But, on the other hand, are we 
justified in avoiding the problem by not increasing the minimum and 

eeping these people earning 221% cents? 

I think, between the 2 sides of the problem, we should boldly 
face it and increase it by 25 cents so that we bring up those levels 
which are substandard. 

Mr. Ve.pe. Now you are not bargaining with an employer here when 
you are talking to the committee. 

You might be able to put a higher figure up like that to an employer 
when you are bargaining for a contract with the hope that maybe 
you can get it cut in half. I know they often do that. 

I do not know exactly what is the highest rate that is paid down 
here. What is the highest rate? Is it 75 cents? 

Mr. Marcano. There are certain industries like the stevedoring 
industry, that is the waterfront, where they get $1.38 plus 15 cents 
for the welfare fund. 

Mr. Vewpe. That is not set by the minimum wage. I mean that 
is not a minimum wage set by an industry committee ? 

Mr. Marcano. That is set by collective bargaining. 

Mr. Ve.pe. I am talking about the highest Le set by an industry 
committee. Is that around 80 cents, 75 or 80 cents 

Mr. Marcano. No. The industry committee cannot go beyond 75 
cents now until March 1956, and then it has authority to fix it at a 
a dollar after March. They cannot go beyond the 75 cents. 

Mr. Ve.poe. With your recommendation of a 25-cent-an-hour in- 
crease it would mean that you would have a minimum wage in that 
7 el equal to that which we have in the mainland of $1. Is that 
right 

r. Marcano. That is right. As I said before, that is our goal. 

Mr. Vetpz. Twenty-five percent would be a different proposition 
than 25 cents. 

Mr. Marcano. I may point out, sir, that in some industry commit- 
tees here, after careful study of the industry, we have had increases as 
high as 86 percent from the minimums, by the industry committee. 
And we have heard the same argument. 

Mr. Vetpe. You are recommending that we take it out of the hands 
of the industry committees and set it by law ? 

Mr. Marcano. That is right. 

Mr. Vetpe. That Congress should pass a law ? 

Mr. Marcano. That is right. Those industries have been way down, 
starting at 3 cents an hour in 1941. And they have been increasing at 
such a slow pace that they are way down. 

Mr. Vetpr. But you don’t believe we should abolish the industry 
committees, do you ? 

Mr. Marcano. No, we should not. We should not abolish the in- 
dustry committees. We should keep the industry committees to take 


care of the flexibility in increasing wages after the minimum is estap- 
lished by law. 





MINIMUM WAGES FOR PUERTO RICO AND VIRGIN ISLANDS 105 


Mr. Vetpg. That is all. 

Chairman Barpen. Mr. Metcalf? 

Mr. Mercaur. Mr. Chairman, I, too, want to thank the witness ror 
an informative and helpful contribution to the deliberations of tnis 
committee. 

I have no questions. 

Chairman Barpen. Mr. Bosch ¢ 

Mr. Boscu. No questions. 

Chairman Barven. Mrs. Green ? 

Mrs. Green. Mr. Marcano, the people that are here with you are 
here to answer questions also ¢ 

Mr. Marcano. Yes, ma’am. 

Mrs. Green. I wonder if I might address a couple of questions to 
2 or 3 of the girls. 

They are working in the factories? 

Mr. Marcano. Yes,ma’am. 

Mrs. Green. Perhaps the girl over to your right. 

Would you identify yourself, your name and where you work? 

Miss VANTERPOOL. I am Leona Vanterpool. I work at the factory 
that makes Exquisite Form brassieres for sale on the mainland. 

Mrs. Green. What do you get an hour? 

Miss VANTERPOOL. Fifty-five cents an hour. 

Mrs. Green. Have you had an increase lately ? 

Miss VANTERPOOL. No. 

Mrs. GREEN. When was the last increase? 

Miss VANTERPOOL. November 8, 1954. 

Mrs. GREEN. What were you paid then? 

Miss Vanrerpoon. Thirty-three cents an hour. 

Mrs. Green. Do you work by the hour or do you work piecework ? 

Miss VanterPoo. I work piecework. 

Mrs. Green. You work piecework ? 

Miss VaNTERPOOL. Yes. 

Mrs. GREEN. Do they make any requirement of you as to how many 
pieces you are to finish in one hour? 

Miss VANTERPOOL. Yes. 

Mrs. Green. What is that now? 

Miss VANTERPOOL. Well, in one hour we have to do a package which 
has four dozen pieces, and about a quarter more—a package and a 
quarter. 

Mrs. Green. I did not understand. 

Miss VANTERPOOL. We have to make a package, that package having 
four dozen pieces, doing piecework, a package and a quarter. 

Mrs. Green. That would be 60 pieces. Is that right? 

Miss VANTERPOOL. It would be five dozen for an hour. 

Mrs. Green. Sixty ong 

Miss VanterPoot. That is right. 

Mrs. Green. When you were working for 33 cents an hour what was 
the requirement then? 

Miss Vanrerpoon. You had to make one package. 

Mrs. Green. Then when you were paid 33 cents you were required 
to finish 48 pieces ? 

Miss VanTerPoon. That is right, 

Mrs. Green. And as you received an increase in pay they also in- 
creased the amount of work that you were to do? 
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Miss VANTERPOOL. Yes. 

Mrs. GREEN. I see. 

How many days a week do you work? 

Miss VANTERPOOL. Well, sometimes we work a whole week, and 
sometimes we work a day and a half, sometimes 2 days. There is a 
time in the year—maybe twice in the year—when we work just days 
and days and a half, 

Mrs. Green. Out of a year how many weeks do you think you 
work? Let’s put it that way. How many days do you think you 
would work out of the year, or how many weeks, whichever way it 
would be easier for you to answer ? 

Miss VanterPooL. How many weeks? 

We work full weeks, but I just wouldn’t be able to tell you right 
now exactly because we never take a count of that. 

Mrs. Green. Do you know how much you made this last year? 

Miss VanterRPooL. No. 

Mrs. Green. Do you have any idea what most of the girls that work 
with you made? 

Miss Vanterpoot. No. 

Mrs. Green. You say there are many weeks when you only work 1 
day or a day and a half? 

Miss VANTERPOOL. Yes. 

Mrs. Green. Quite a few of them? 

Miss VanTERPOoL. Yes; many of them. 

Mrs. Green. Do you go out and get another job? 

Miss Vanterpoo.. No; I don’t. 

Mrs. Green. Why not? 


Miss Vanrerroo.. There is ay the same problem in other fac- 
a 


tories. So we just try to hold on there until times begin to get around, 
and we have whole weeks again, so we can have a secure job. 

Mrs. Green. And your expenses continue. 

On a week when you work a day and a half how do you live? How 
do you get by? 

Miss Vanterroo.. Well, we have people, you know, that lend money 
when that time comes. 

Mrs. Green. I did not hear you. 

Miss Vantrerproot. When that time comes all we have to do is lend 
money on a percentage. These percentages are high. But what else 
can we do? 


Mrs. GREEN. What do you borrow? How much money do you 
borrow ? 

Miss VanTEeRPooL. Suppose we need $10 to pull us through the 
week, We lend $10. Some of them lend you that $10 at 10 cents for 
every dollar. Others at 20 cents for every dollar. 

Mrs. Green. How do you mean? You borrow it one week and pay 
it back the next and pay 10 cents for 1 week ? 

Miss VanrerpPoo.. If I lend it this week, next week when I pay her 
back I have to pay her $12. If I can’t pay the $10 I give her $2 and 
I continue with the $10. Maybe I have to lend more. Then I say can 


you lend it tome. After I pay the percentage I know I can get more 
from her. 


Mrs. Green. Mr. Marcano, will you answer this? 
Is this information correct, that these factory girls, when they 
borrow money, are paying 10 percent or 20 percent a week? 
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Mr. Marcano. That is right, ma’am. You see, these people, they 
are just pestering the factories around. They are moneylenders. So 
when the factory is not working, then they borrow money from these 
people. That is illegal; it is definitely illegal. 

rs. Green. It is illegal? 

Mr. Marcano, It is illegal because that is way beyond the legal 
percentage for lending. 

Mrs. GREEN. At 10 cents, that is 500 percent a year. 

Mr. Marcano, That is right, ma’am. Ten cents per dollar for 
1 week, and at the end of the week, ma’am, they have to pay $2 interest 
on the $10. And if they don’t have the $10 then they continue paying 
the 10 cents on the dollar. 

Mrs. Green. Do you ever get out of debt? 

Miss VANTERPOOL. Sometimes we get out. If there is someone of our 
family who can help us to get that money to pay back, then we get 
out. Sometimes we pay that money 3 or 4 times over until that $10 is 
repaid. What else can we do? 

Mr. Marcano. However, ma’am, I want to add that in the higher 
paying industries where the union is strong we are ne trade 
cooperatives to do away with that. We are fighting these people by 
organizing the cooperatives. 

Mrs. Green. Of course, in the higher paid industries there would 
not be as much need to borrow the money as with these girls who work 
maybe a day and a half a week. 

Mr. Marcano. That is true. They borrow small amounts of $10 or 
$12. But in those higher paying brackets then they make loans to re- 
pair their homes, and buy television sets and things like that. 

Mrs. Green. May I have any one of these 3 girls worked in the 
home needlecraft industry ¢ 

Mr. Marcano. No; they haven’t. They are factory workers, ma’am, 
the 3 of them. Two are in brassieres, and one in men’s clothing. 

Mrs. Green. Mr. Marcano and Mr. Chairman, it seems to me that 
this committee, before we can ever arrive at any fair decision as to 
whether there should be an increase in the home needlework or any 
other industry, is going to have to have some figures on the profits that 
are made by the company. I don’t think any member of the committee 
wants to see an industry abolished in the island, whether it is home 
needlecraft or anything else. 

Is my information correct that these are public records, the income- 
tax statements in the Commonwealth ? 

Mr. Marcano. No,ma’am. The income-tax statements are not pub- 
lic records. They are not disclosed by the bureau of income tax unless 
the taxpayer himself gives permission. However, we have a source of 
information in the economic reports of the Wage and Hour Adminis- 
trator to the special industry committee, and those reports certainly 
have some information. 

Mrs. Green. The Wage and Hour? 

Mr. Marcano. The Wage and Hour Administrator makes an eco- 
neuen report to the special industry committees, to each one, and 
they 

Mrs. GreEN, Do you have that material available? 

Mr, Marcano. I have some, ma’am; not all of them. But I have 
some, 

Mrs. Green. Would it be possible to get some of those ? 

70428—56——8 
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Mr. Marcano. I think it would be possible to get copies. Mr. 
Judge has been serving on these committees and probably he can get 
copies. I have copies of those. 

Chairman Barpen. May I make a suggestion in the interest of time 
because I am quite sure that we expect to get back to the States by 
January. We could hardly go into details. 

Mr. Marcano. We will not do that here. We would like to have you 
here for Christmas. 

Chairman Barpen. Santa Claus expects me up yonder. 

Mr. Marcano. We have Santa Claus down here, sir. 

Chairman Barpen. Let me say that the industry committees have 
all of that information available to them. I believe the gentleman is 
a member of a committee. 

Mr. Marcano. That is right, sir. 

Chairman Barpen, And you certainly call for all of that informa- 
tion, so that I think we are unnecessarily invading the field already 
covered by the industry committees, And we can get such information 
as we desire from the records of the Labor Department. 

Mrs. Green. That is fine. 

Mr. Marcano. I would like to add, Mrs. Green, that these corpora- 
tions have to render a report with the office of the secretary of state 
of Puerto Rico, the Commonwealth of Puerto Rico, annually. And, 
of course, those could be obtained because they are not confidential. A 
statement of profit and loss; that is all they file. But that is an 
index. 

Mr. Metcaur. Will the lady yield to me? 

Mrs. Green. Yes, I will. 

Mr. Mercatr. So I may clarify this, I want to ask the witness this: 

She said she worked in a factory. Is she paid an hourly rate or a 
piecework rate? 

Miss VanrerPoon. All rates are an hourly rate. You know it is 55 
cents an hour. We work on piecework, but, you know, the rates are 
very low on piecework. So the most we get is an hour’s pay because 
most of the girls just make $22 a week. 

Mr. Mercatr. [f you make more than 60 pieces an hour, or pack 
more than 60, will you get more pay ¢ 

Miss Vanrerpoot. Yes. That is, if we make it. But it is almost 
impossible. 

Mr. Meroatr. But if you do not make 60 pieces an hour then what 
happens ? 

Miss Vanterpoo.. Well, we are threatened to be fired. But all of 
us try to do our best to always make that amount at least. 

Chairman Barpen. Will the gentleman yield? 

Mr. Mercatr. Yes. : 

Chairman Barpen. Those rates are fixed by the Labor Department, 
are they not ? 

Miss VanTeRPOOL. No. 

Mr. Marcano. Not in the brassiere industry. In the brassiere in- 
dustry wo 8 are fixed by the special industry committee of the Wage 
and Hour Division. 


Chairman Barpen. That is by the Labor Department. 
Mr. Marcano. Oh, I thought you meant the labor department of 
Puerto Rico. 
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Chairman Barpen. No. AsI understand it, the Labor Department 
determines the piecework rates in order that they can set them at a 
figure that will insure, as best they can, that hourly return. Is that not 
correct ¢ 

Mr. Marcano, No. 

The industry committee, sir, fixes the minimum in this particular 
industry, but not the piece rates. 

Chairman Barpen. But the piece rates on the homework are set by 
the Labor Department? 

Mr. Marcano. You mean by the Federal Department of Labor? 

Chairman Barpen. Yes. 

Mr. Marcano. Yes. 

Chairman Barpren. Now in the factory to which she refers it is an 
hourly rate? 

Mr. Marcano. Yes, sir. 

Chairman Barpen. And the production is with management. 

Mr. Marcano. That is right. 

Chairman Barpen. And whom they employ ? 

Mr. Marcano. That is right. 

Chairman Barpgn. I just wanted to get that clear. 

Mrs. Green. Just one other question from any of these girls. 

Do you very often produce more than the 60 items you are required ? 

Miss VANTERPOOL. Yes, Sometimes. 

Mrs. Green. How often is that? Do most of the girls do it? 

Miss VANTERPOOL. Yes. 

Mrs. Green. How much more? 

Miss VaNTerPooL. Well, some make a dozen or 2 dozen more. 


Mrs. GREEN. haning the day? 
t 


Miss Vanrerpoot. It is according to the operation. It is according 
to the kind of work you are doing. 

Mrs. Green. Do you very often get more than the $22 a week ? 

Miss VanterPooL. Not very often. 

—_ Green. And most of the time you say you do not work a full 
wee 

Miss Vantrrpoon. No. 

Mrs. Green. So you would not make even the $22? 

Miss VanrerPooL. No, 

Mrs. Green. That is all, Mr. Chairman. 

Chairman Barpen. Mr. Coon? 

Mr. Coon. No questions. 

Chairman Barpen. I cannot help remarking that, while I am sure it 
is not consolation to you or satisfaction to you, you do not have all 
the loan sharks over here. We have our share of them with us. Even 
though they operate outside the law, it does not seem to retard them 
toomuch. They play on the unfortunate who do not have the security 
or the pin 2 4 ' 

I notice that you mentioned the welfare fund of 15 cents for the 
dock workers. Is that administered on the island or is that admin- 
istered in the States ? 

Mr. Marcano. No. That is administered on the island by a joint 
board of trustees com of 3 trustees representing labor and 3 
trustees representing the employers, and an impartial chairman who 
only meets with them when they have a tie vote. 

On other industries they just decide—— 
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Chairman Barpen. Are you familiar with the purposes for which 
that fund is used ? 

Mr. Marcano. That fund is used to pay all medical expenses, hos- 
pital association bills, and so forth. 

Chairman Barpen. Does it go into fields outside of health insurance ? 

Mr. Marcano. It covers only as much as I have told you. 

Chairman Barpen. Is that health insurance carried by an insurance 
company or is it operated directly out of the fund ? 

Mr. Marcano. It is operated directly by the fund. They make a 
contract with a hospital to give all the hospitalization treatment to 
all of the workers around the ports of Puerto Rico, and they pay 
according to the contract with the clinic, and they pay directly. 

Chairman Barpen. There is no insurance company standing be- 
tween the welfare fund and the hospital ? 

Mr. Marcano. No, sir. 

In regard to the hospitalization plan, there is no insurance company 
in between. 

Chairman Barpen. The hospitalization plan is a direct operation 
between the welfare fund trustees and the hospital? Or is there an 
association or another organization between the hospital and the 
welfare fund ? 

Mr. Marcano. No, sir. 

Chairman Barpen. It is a direct operation ? 

Mr. Marcano. A direct dealing between the trustees and the clinic 
or the hospital. | 

Chairman Barven. Is it working satisfactorily ? 

Mr. Marcano. So far it has worked satisfactorily. The trustees 


are now getting ready and planning to buy a — They have not 


done that yet. They are still operating under the contracts with the 
hospitals. But they are making plans to eventually buy a hospital. 

Mr. Roosrvett. May I ask one more brief question, Mr. Chairman? 

Chairman Barven. Yes. 

Mr. Roosevett. I just wanted to say that, while I nearly always 
agree with my colleague, Mrs. Green, she made one statement which I 
would like to, as far as I am concerned, qualify somewhat. 

I am not a believer in saying that the time may not come when we 
will have to eliminate certain kinds of industries because of foreign 
competition. For instance, in the kind of needlework or the kind of 
hand-sewing work that is done, if we cannot, on an economic basis, 
meet that competition then I think we should make every effort to 
absorb those people into machine work, and, wherever possible, not let 
it be a deterrent on the entire standard of living of the economy. 

Now I recognize that is a difficult problem, that you cannot do it 
overnight. You might seriously upset your agricultural economy. 
But, as a goal I hope we can work toward that eventual solution. 

Mr. Marcano. I shall try to answer fully. 

Mrs. Green. May I say that my colleague from California and I are 
not in disagreement on this; we are in agreement. 

The only thing is that I did not want to see the industry eliminated 
as of today. I think that in time I would agree with you. 

Mr. Marcano. Eventually they would have difficulty in existing 
because if other industries develop in the economic pattern of Puerto 
Rico, certainly the workers are not going to go to a shop to get 22 cents 
an hour when they can go to another place and get more. 
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So, through industrialization and immigration and other means, 
paring 3 the economy is going to go up na these low-paying indus- 
tries either develop into other fields of endeavor or they disappear. 

Chairman Barpen. I recall a statement made by you that the wit- 
ness on yesterday had left the impression—I believe it was the lady 
who handled the homework—that they wanted to hold wages down 
and they used foreign competition as an argument. 

I may be on the wrong track, but I construed their plea to be the 
opposite ; and that was to control and lift that gage off them and pro- 
tect them against the 3- and 4-cents-per-hour work from the Philip- 
pines in order that they could raise wages in the island. Maybe I was 
taking the brighter view, but that is how I construed their statement. 

And the demonstration of exhibits was to show that as long as 
they had to meet that competition it was bad for the island. They 
wanted some protection from the Philippines and other foreign com- 

etition. 
- Mr. Marcano. That is right, I heard, sir, a question on the right 
side of the committee as to whether 221% cents was a reasonable wage. 
The answer was “That is as high as we can pay.” That is dodging 
the question, of course, because it did not answer specifically the 
question. But they said “That is the highest we can pay.” 

That is all right; it is the highest they can pay because they al- 
lege they have competition from the Philippines. But then they ask 
you not to raise it from 221% cents and not to put in a floor, but leave 
it as is. 

Chairman Barpen. May I ask you if you were running one of these 
operations and 221% cents was a pone could pay and stay in business 
would you ask to stay in business or ask the law to close you up? 

Mr. Marcano. No, but I would look for a solution to the problem 
somewhere else. I don’t think the solution is by asking Congress to 
keep the 221% cents an hour for these workers. 

But the solution is to go somewhere to other sources so that they 
can keep them busy. 

Chairman Barpen. That is a pretty nice statement, to say go some- 
vats aa But we still have to be practical, do we not, in a practical 
wor 

Mr. Marcano. Oh, we are definitely. That is why I brought this 
staff of practical economists here. 

Chairman Barpen. I see here in the statement that the lady put in 
here—and I am not trying to tangle with anybody because I have seen 
you in action and I would not attempt to try to tangle with you—but I 
want to clear the record a little bit. 

I notice here in 1947, as to these hand-sewn gloves, that were sent 
to be sewn in Puerto Rico, there were 104,573 dozen. And in 1955 
there were 10,000 sent, and 80,000 in 8 months to the Philippines. 
So that makes me wonder if we are really helping the patient or try- 
ing 4a kill the patient. 

r. Marcano. I think that if we keep that situation we are going 


to have two patients, a patient in the Philippines and another patient 
ve wane Rico. Instead of curing 1 patient here, we are going to 
nave 2. 

Chairman Barpen. Well, if this has been sent to the Philippines 


because the Philippines are doing it cheaper, how would you get it 
back to this island? 
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Mr. Marcano. As I said before, by tariff protection, by congres- 
sional action. 

I would like to say a word, sir, in regard to that specific point. 

Chairman Barpen. Frankly, I knew your answer would be that 
and I must be fair with you. But your argument was that if we would 
raise the wages here it would bring it back. 

Mr. Marcano, High wages do not cause unemployment; it is low 
wages that cause unemployment. 

In regard to this Philippine situation, there is something I cannot 
understand, sir. And I would like some enlightenment from you in 
regard to this situation. For example, I found out that the story these 
employers tell this committee was told to Industry Committee 15, And 
when they appeared before Industry Committee 15 they were arguing 
against the increases in the minimum on handkerchiefs because of 
the competition from the Philippine Islands. But at the same time 
they were arguing in the Philippine Islands against the raising of 
minimum wages there and their obligation to the needlework opera- 
tions on the ground that they would have to take their work elsewhere. 

So I do not reconcile these two attitudes. 

They appear before this committee and say they are having compe- 
tition from the Philippine Islands because they have low wages on 
the Philippine Islands of 2 or 3 cents an hour. And at the same time 
the same people went to the Philippine Islands and told the Philippines 
not to raise their wages. 

I do not reconcile these two positions, but they are a matter of 
record. 

Chairman Barven. I believe the gentleman is an attorney. 

Mr. Marcano. Yes, sir; in my free time I practice law. 

Chairman Barpen. Soam I. And you say for us to go part of the 
way and fix the minimum. 

Mr. Marcano. That is right; part of the way. 

Chairman Barpen. And leave the rest to the industry committee. 

Mr. Marcano. And collective bargaining. 

Chairman Barpen. Yes. Now it bothers me a little bit to try to 
figure that out. That is trusting them just a little bit. But you are 
trusting them with the dangerous end. The top is where they can 
destroy your economy. Down here they cannot do as much damage. 

It just confuses me a little to try to follow your reasoning. And I 
am trying to do it because I have been arguing over this—while you 
knew much more about it than I—in Washington. 

But how do you justify that? 

Mr. Marcano. Pardon me, sir. These people allege that on these 
very low brackets they are having this foreign competition, and there- 
fore they are unable to pay higher wages. 

Now what do they do with the problem? 

They admit that 221% cents is a very low wage, a substandard wage. 
Now if you ask them, “Why don’t you increase it?” they say, “Because 
we cannot pay more because of the competition from abroad.” 

Now, logically, a logical analysis of the problem brings you to what 
is the next step: 
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Are we going to stay there and have a stalemate paying these low 
wages because you have competition with the Philippines and Maderia 
and therefore you have to continue paying the low — because i 
you pay higher wages the Filipinos will put you out of business? 
~ That is what I do not reconcile in my mind. 

Chairman Barven. Now, Mr. Marcano, let’s be practical. 

Mr. Marcano. Yes. j 

Chairman Barven. Let me see if I am getting this. I know where 
lawyers’ hearts lie. You have practically no members in homework ; 
do you % 

Mr. Marcano. That is right. 

Chairman Barpen. Practically all of your members draw now close 
to the increase that you request ? 

Mr. Marcano. Yes. 

Chairman Barpen. So you would not take a chance on throwing 
any of your members out of emplo ment. But the needle workers 
might be hit pretty hard, mightn’t they? The homeworkers? 

Mr. Marcano. They face a problem. You see, Mr. Chairman, I 
heard the same argument way back in 1941. 

Chairman Barpen. I am not arguing, Mr. Marcano. 

Mr. Marcano, I know. 

Chairman Barven. I am very serious about this. It will fall right 
on top of my head, you know. So that is bothering me a little bit. 

Mr. Marcano, It bothers me quite often. 

Chairman Barven. I hope this committee, so long as I am chairman, 
will never be called upon to fix wages on individual industries. With 
about 3 months of those hearings, they would put me in an iron cage. 
I don’t want to be involved in that. The overall, general principle is 
what this committee and Congress is very seriously disturbed over. 
We resolved it the last time with a minimum amount of information. 
And there were labor leaders who just poured it on me for bein 
opposed to the thing that they wanted. r could not convince ivielt 
that they really wanted us to impose a dollar minimum March 1, 1956. 

Now you comfort me when you say that it would seriously handicap 
the Puerto Rican economy. 

So my position is like the umpire. I do not want to call a strike a 
ball, because some prominent citizen, or some political pressure, might 
tell me it is to his advantage for me to call it a ball. I would last 
about one-third of an inning umpiring on that basis. 

So we are in a position where we would like to call them just as the 
rules of economy will support us. 

I appreciate so much your going into the details of it. You are up 
against it. You are a member of the board. And I expect you have 
been a —e of a panel where you have had to drop the wages, have 
you not? 

Mr. Marcano. That is right. 

Chairman Barpen. What was that—40 cents to what? 

Mr. Marcano. 30 cents. 

Chairman Barpen. 30 cents. 

Mr. Marcano. There were only three people involved. 
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Chairman Barven. And you did that because the practical situation 
required it? 

Mr. Marcano. That is right. 

Chairman Barpen. And it was better that they have the 30 than to 
have 40 on the books and get nothing. 

Mr. Marcano. That is correct. 

Chairman Barpen. You preferred them to have a part of some- 
thing rather than a whole lot of nothing. 

Mr. Marcano. That is right. 

Chairman Barpen. So we are trying to arrive at that. And when 
you are on the panel and clothed with the responsibility you have to 
forget your speeches then and get down to—— 

Mr. Marcano. I don’t make speeches on the panel, and I forget my 
emotional temperament because I keep in mind the workers. 

You see hunger and want are more eloquent than speeches. 

I keep that in mind as my controlling factor. 

Chairman Barpen. You have been very helpful to me and I ap- 
preciate your testimony. 

Mr. Mercatr. May I ask one question, Mr. Chairman, 

Chairman Barpen. Yes. 

Mr. Mercatr. In your discussion with the chairman you and he 
were talking about raising the wages of the needleworkers 25 cents, 
which would make it 4714 cents or double. But your proposal is to 
raise it 25 cents all across the board ¢ 

Mr. Marcano. Right. 

Mr. Mercatr. So that actually members of your organization would 
be affected by a raise? 

Mr. Marcano. Oh, yes, certainly. 

Mr. Mercaur. And you do run some risk in the cement works or 
in some of the other organizations ? 

Mr. Marcano. That is right, sir. 

Mrs, Green. Could I ask you one other question. 

Chairman Barpen. Just let me follow that, Mr. Marcano. 

I thought we agreed a minute ago that the group you lowered from 
40 to 30 could not stand that 25-cent increase. Now you want to pass 
the buck to us. 

Mr. Marcano. No, 

Chairman Barpen. And tell us to do something you would not do 
when the responsibility faced you. 

Mr. Marcano. Sir, the group that you have been talking about, 
where the rate was lowered from 40 to 30, there were only 3 people, 
3 employees involved. And two of them were above the minimum. 
There was only one boy a ag ( worker, who was really affected, 
because he was getting less than the minimum. 

Chairman Barven. But the principle was there? 

Mr. Marcano. Yes. 

Chairman Barpen. Are there any further questions? 

Mrs. Green. Mr. Chairman, I had one, if I might ask it. 

I am a little confused about some statements that have been made 
about a dollar minimum as of March 1, 
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Do you know of any labor leaders that really want or advocate that 
Puerto Rico be included in a dollar minimum as of March 1, 1956? 

Mr. Marcano, There are some. 

Mrs. Green. There are some? 

Mr. Marcano. There are some around here, yes. 

Mrs. Green. Do they represent a large segment of labor? 

Mr. Marcano. No; probably 5 percent, the smaller organizations. 
But we have to be realistic, as the chairman said, about this. I am 
definitely convinced that the Puerto Rican economy cannot in any way 
support an increase of that much, to a dollar, on March 1 across the 
board to all industries. That issimply impossible. That would ruin 
the industry. 

Mrs. Green. I had never happened to talk to any labor leaders who 
had advocated that. 

Mr. Marcano. I think this is an economic problem that should not 
be faced with emotional speeches but with reason; not emotion. 

Mrs. Green. Might I say, too, Mr. Marcano, that I really believe 
this: I think that the American women, if they knew, when they 
bought handsewn gloves or handmade garments, that people were 
i for an average of 2214 cents an hour, and some of them less, 
I think the majority of the American women would really boycott the 
handmade articles. As that information gets out to them I certainly 
feel they would be buying gloves and other articles that are made in 
the factories over here in sab Rico or other places where fairer 


wages are established. I know I would feel that way. I don’t think 
that I could ever again buy a handmade article from Puerto Rico 
nae that the workers were being exploited. 


Mr. Marcano. I share with you that principle, Mrs. Green. 

Chairman Barpen. May I make this comment? 

It certainly must give the lady a very serious case of indigestion to 
eat 12-cent hogs that come from my district. 

Mrs. Green. It does. 

Mr. Roosrvert. Me, too. 

Mr. Marcano. I agree. with you, Mrs. Green, that when we talk 
about life abundance we talk about it as a theoretical formulation. 
But when it comes to the practicai application, then life abundance is 
not life abundance at the level of 2214 cents an hour. 

Chairman Barpen. Thank you very much, Mr. Marcano. 

Mr. Marcano. Thank you, Mr. Chairman and members of the com- 
mittee. I wish to thank you on behalf of all my associates here. 

Chairman Barpen. The committee will take a recess until 2 o’clock. 

(Whereupon, at 12:35 p. m., a recess was taken until 2 p. m., this 
same day.) 


AFTERNCON SESSION 


Chairman Barpen. The committee will be in order. 

In view of the fact that it looks as though we will have a pretty full 
list of witnesses this afternoon, and we are now about a day and a 
half behind, I think I will start. I am sure the other members will 
be here by the time we get going. 

Mr. David Sternback, I believe, is the next witness. 
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STATEMENT OF DAVID STERNBACK, REPRESENTATIVE OF THE 
CONGRESS OF INDUSTRIAL ORGANIZATIONS, ACCOMPANIED BY 
EFRAIN MERCED, NATIONAL REPRESENTATIVE, AMALGAMATED 
CLOTHING WORKERS OF AMERICA, C10, PUERTO RICO DIVISION; 
MISS CARMEN J. RIVERA, WORKER AND UNION SHOP COMMITTEE 
MEMBER OF CLINTON CORP., MAYAGUEZ, P. R.; JUAN A. VERA 
VERA, PRESIDENT, UNITED CONSTRUCTION WORKERS UNION, 
UNITED PACKINGHOUSE WORKERS UNION OF AMERICA, CIO; 
AND JOSE CARABALLO, PRESIDENT, LOCAL NO. 858, SALINAS, 
P. R., AND GENERAL ORGANIZER, UNITED PACKINGHOUSE 
WORKERS OF AMERICA, CIO 


Mr. Srernseack. My name is David Sternback. I am the repre- 
sentative of the Congress of Industrial Organizations which has a 
bona fide membership of slightly over 70,000 in 140 local unions on 
this island. 

Chairman Barpen. You reside on the island? This is your home? 

Mr. Srernpack. Yes, this is my home. I have been here over 5 

ears. 
7 I have no written statement that I could hand to the Congressmen, 
but I have some notes before me which I shall read. And I also have 
one exhibit which I shall offer into the testimony at a later period. 
My whole testimony is going to consume about 20 minutes, I believe, 
because I just have 9 pages. 

About one-third of this membership of the CIO is engaged con- 
tinuously or periodically in industries covered under the Fair Labor 
Standards Act. 

I shall, as briefly as possible, cover the general aspects of the attitude 
of our section of organized labor toward the amendment of the act. 

I am accompanied by four local union officials who will also very 
briefly tell you something of the attitude of their members on the local 
level, in the various industries that they represent. They are Mr. Jose 
Caraballo, general organizer of the sugar workers’ unions; Mr. Juan 
Vera, president of a construction workers’ union; Miss Carmen Julia 
Rivera and Mr. Efrain Merced, both from a men’s garment workers’ 
union of the Amalgamated Clothing Workers of America. 

Our workers have followed the controversy and discussions in Con- 
gress of the proposed amendments to the Fair Labor Standards Act 
with intense interest. Their hopes were raised on high by the evident 
intent of Congress to do something toward remedying their substand- 
ard conditions. Their disappointment was correspondingly keen 
when no action was taken during the last session of Congress for an 
across-the-board increase in all the minimum rates of Puerto Rico. 

However, they fully understand the desire of the members of the 
Committee on Veducation and Labor to study this question more fully 
right here on the island, and, to the extent of their ability, they should 
like to cooperate with the committee toward that end, fully confident 
that after reviewing conditions here you will return to Washington 
and legislate an amendment that will be both fair and just for the 
workers of Puerto Rico. 

There are two misconceptions that have been propagated during 
the recent minimum-wage controversy that we wish to correct, since 
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neither has any basis in fact. One was that labor in Puerto Rico did 
not favor an increase in all minimum rates in proportion to the in- 
crease granted to mainland workers in the recently amended act, and, 
the second, that organized labor both here and on the continent was 
against the flexible industry committee method of fixing minimum 
wages for Puerto Rico. 

In my contact with the workers of Puerto Rico at their meetings and 
conventions, through their adopted resolutions and in simple conver- 
sation, the perk ews opinion expressed was that it was their hope 
and prayer that Congress would raise their minimum rates in an 
amount equal to that granted to their fellow workers on the mainland 
and other areas of the United States. This point of view was trans- 
mitted to Congress by the national officers and the staff of both the 
CIO and the AFL. 

It is an undeniable fact, which Congress has highlighted during the 
debates, that previous industry committees had failed to fully carry 
out the purpose of the act, and that it was an injustice to permit the 
ever-increasing gap to develop between minimum rates in Puerto 
Rico and the applicable minimum on the continent and other areas 
of the United States. 

Legislation that will raise all Puerto Rican minimum rates by the 
same amount as that granted for workers on the continent and other 
areas in the amended act that goes into effect March 1, 1956, while 
tending to close to some extent the gap between mainland and island 
rates and, thus, correct partially the failure of previous industry 
committees to do so, does not negate the flexible industry committee 
procedure which must continue from there on in order to fulfill the 
stated purpose of the act, namely, to reach as soon as possible the state- 
side minimum standards. 

At this point I should like to convey to you, the members of this 
committee, and to the Congress of the United States, the gratitude 
of the workers of Puerto Rico for having streamlined the procedure 
of the industry committees, and for the mandate to the Secretary of 
Labor to review all industries each year starting July 1, 1956. 

The issue, as we see it, is that a grave injustice has been done to the 
NP ve of Puerto Rico by permitting their wages to lag so far 

ind. 

1 have read the hearings on the amendment to the act, held in 
Washington by your committee. On pages 610 and 611 of the record 
figures are given on the comparative wages in Puerto Rico and the 
mainland. These figures conclusively prove that wages of the workers 
of Puertc Rico have seriously lagged behind the advances made on 
the mainland. Inadequacy of industry committee actions must bear 
the full responsibility for this because here in Puerto Rico the labor 
movement is weak and not able to obtain the wage adjustments de- 
served by the people of the island. 

Much argument has been made of the percentage rise in island mini- 
mum rates in the last 15 to 20 years by spokesmen for the Common- 
wealth government. The worker, who, let us say, earns 30 cents an 
hour can only respond that, although it is true his present wage is 3 
times as high as it was when he earned only 10 cents an hour, 20 years 
ago, his present earning of 30 cents an hour still does not permit him to 
obtain even the basic necessities of life, much less assure him against 
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illness, unemployment, or provide for the education of his children. 
He and his family are still undernourished and badly housed. 

Valid as these percentage figures may be for academic discussion, we 
believe that they are misleading when considering these extremely low 
rates in the light of the purpose of the act to eliminate conditions 
prejudicial to the health, efficiency, and well-being of the workers. 

Some workers earn more than 30 cents an hour; many others earn 
less. The average, I believe, is at present around 55 cents. This would 
be considered a very substandard wage on the mainland. It is much 
more oppressive and substandard in Puerto Rico where the cost of 
living is around 25 percent higher than it is on the mainland. This 
25 percent was the differential which was recognized by the special 
advisory board that looked into the matter of comparative living costs 
as the differential between the island and the mainland. 

I am not an economist, nor do I wish to present you with bulky sta- 
tistical data. I am certain that in the record of previous hearings, as 
well as in future hearings that you may hold in Washington, both the 
CIO and the AFL has supplied and will in the future supply you with 
complete statistical records. I do wish to call your attention to a study 
that has been made of the conditions of working families in Puerto 
Rico, I refer to that of Dr. Lydia J. Roberts and Rosa Luisa Stefani, 
entitled “Patterns of Living in Puerto Rican Families.” This study 
was published in 1949 by the University of Puerto Rico and portrays a 
set of conditions that may sound incredible. I quote only a few short 
passages here: 

On page 9 a chart is given, entitled “What Are the Yearly Incomes 
of Puerto Rican Families?” 

Less than $500, 43.6 percent; less than $1,000, 74.2 percent; less 
than $2,000, 92 percent ; over $2,000, 8 percent. 

Rural] families are shown as much less fortunate. 

The following statement appears on page 14: 

It is clear that three-fourths (74.2 percent) * * * are subsisting on amounts 
plainly inadequate to cover the bare necessities of food alone, without regard to 
clothing, housing, and other essentials. Moreover, nearly half of the families 


(43.6 percent) are eking out an existence on amounts so far below even a mini- 
mum subsistence level that the wonder is that they have survived at all. 


To illustrate this a little more, I now quote various figures on con- 


ditions of living of all these families taken from section III of this 
study : 


80 percent own only a bed, table, and baul, which is a trunk or chest, as the 
total articles of furniture. 

65.3 percent do not own a clock. 

75.6 percent sleep with 3 or 4 or more persons in a room. 

6.1 percent only sleep in springs and mattress. 

80.1 percent do not have chairs for all members; others sit on boxes, benches, 
steps, or stand to eat. 

83.7 percent have no sink ; but wash dishes on a shelf, table, box, or bench. 

94.8 percent wash dishes entirely in cold water. 

51.2 percent wash their clothes at the river. 

91.4 percent do not have an electric iron. 

69.9 percent di&pose of excreta in unsanitary latrines or merely on the ground 
orinastream. Thus much of the land areas and streams that drain from it are 
polluted. Yet 51.5 percent bathe in the river. 

40.7 percent drink water from rivers, ditches and other surface sources. 

61.4 percent live in houses with floor area of only about 15 by 15 feet or less. 

70.3 percent of the houses are bare and unattractive or even ugly and unkempt 
in appearance. 
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80 percent have only a “fogon” (fireplace) of three stones to cook on. 
97 percent have no refrigerators. 
98 percent no oven. 


73 percent have less than 20 cooking dishes and utensils of all kinds. 


This, as I said, ladies and gentlemen, is a study that was published 
in 1949. 

While there is no doubt that some improvement has taken place in 
the intervening years, from my own personal observations made in 
the course of travels through the length and breadth of this island, 
I am convinced that living conditions now are not materially different 
from what they were when this study was made. 

It seems appropriate that I make a last short quotation from this 
same study. On page 219 we find the following: 

The most basic need of Puerto Rican families is that some means be found 
to provide more adequate income for the families that are now eking out of 
precarious existence at plainly inadequate levels. 

Fear has been expressed concerning the impact on the whole economy 
of the island by an across-the-board increase of 25 cents an hour in 
all minimum rates. I am sure that the House committee members 
are aware that out of a total work force of some 540,000 in Puerto 
Rico, only some 100,000 are subject to the coverage of the Fair Labor 
Standards Act, and this figure includes the substantial number of 
home needleworkers. In other words, the increase will affect only 
those engaged in interstate commerce or producing goods for 
commerce. 

Let me illustrate why, in my opinion, a 25-cent increase across 
the board in all existing minimum rates can readily be absorbed by 
the economy of Puerto Rico. 

The Commonwealth government regularly publishes statistics 
regarding Puerto Rican income. Let us look at that portion of those 
figures that deals with the private sector of the economy for the last 
several years. 

In the fiscal year ending June 30, 1950, the total wages and salaries 
paid by private business in Puerto Rico amounted to $245,800,000. 
The net profit of private business during the same period amounted 
to $221,400,000, In other words, for every dollar paid out in wages 
and salaries business made 90 cents in net profit. 

The situation was not unique to that year. In the fiscal year 1951 
wages and salaries amounted to $279,800,000 and profits to $252,- 
200,000, or 90 cents of profit for every dollar of wages and salaries. 

In 1952 fiscal year the wage bill amounted to $304,600,000 and 


Lad to $271,800,000, or 89 cents of profit for dollar of wages and 
salaries. 


In fiscal year 1953 the wage bill was $319,100,000, and net profits 
$287,200,000 which is 90 cents of profit for every dollar of wages paid. 
In fiscal year 1954 the wage bill in the ten sector of the economy 


was $303,100,000, and net profits $307, 
for every wage dollar. 

These figures, I may add, have been compiled by the government of 
Puerto Rico and are published on page 128 of the 1955 Statistical 
Yearbook issued by the Commonwealth government. 

I would like to here introduce the figures which concern a reduced 
portion of the economy, and I am referring now to the tax-exempt 
industries. I would like to illustrate that these tax-exempt industries 


00,000 or 92 cents of profit 
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are making approximately the same profit per wage dollar as the 
overall economy, so that there may be no confusion and thought that 
high profit per wage dollar is caused by certain new industries alone. 

These are figures put out by the Economic Development Adminis- 
tration for the year 1953. 

The net profits of all of the tax-exempt firms were $14,205,000, 
and the wage bill was $16,699,000, which gives us a ratio of 86 cents 
of profit for every wage dollar. 

Let me cite for comparison the comparable figures for the United 
States where profits per dollar of wages shrink into insignificance 
alongside the above figures for Puerto Rico. According to the latest 
statistical abstract of the United States, in 1953, for example, the wage 
bill amounted to $164,503 million. Net corporate profits and income 
of unincorporated enterprises amounted to $44,696 million. The total 
am thus represented 27 cents for every dollar paid in wages and 
salaries. 

Chairman Barpen. Are those figures applicable to Puerto Rico or 
the mainland ? 

Mr. Srernsack. These are United States figures which I compare 
with the similar figures for Puerto Rico. 

Chairman Barpen. Will you give me those figures again? 

Mr. Srernpack. For the United States, sir? 

Chairman Barpen. Yes. 

Mr. Srernpack. In the United States in 1953 the wage bill amounted 
to $164,503 million. And profits by both corporate and unincorpo- 
rated enterprises amounted to $44,696 million. That gives a ratio of 
27 cents profit for every dollar of wage bill. 

Chairman Barnen. Yon do not believe that literally as you are 
reading it, do you? 

_ Mr. Srernsack. I take it from United States Government sources, 
sir. 

Chairman Barpen. You are including as profits the earnings of 
every individual, the earnings of a doctor, the earnings of a profes- 
sional man, the farmer, the earnings of money from rental property, 
and so forth. 


Mr. Srernsack. The same is true of the Puerto Rican figures which 
I cited before. 

Chairman Barpen. I know, but the suggestion that 27 percent of 
every laborer’s dollar in the United States is net profit, you know, is 
not correct. You are trying to compare two sets of unrelated figures. 

Mr. Srernpack. I am saying, sir—my language may not have been 
correct—I said I am not an economist. 

Chairman Barpen. I am not an economist either. 

Mr. Srernsack. The comparison between wages and salaries, as 
stated in the statistics, and profits for the private sector of industry, 
as stated in the statistics, give that ratio which I have given for both 
Puerto Rico and the continent. If both include professional salaries, 
they both include them. . But I do not think that changes it. 

Chairman Barpen. You know what they include. You are too 
pe not to know what they include. You know exactly what they 
include. 

Mr. Srernpack. But the comparison is still valid. 


Piya: Barven. If you did not know you would not be using 
them. 
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Mr. Srernsack. But the comparison is still valid. 

Chairman Barpen. You know, even if it does not sound good, I want 
you to say what you want to say. 

Mr. Sternpack. May I continue? 

Chairman Barpen. Yes. Go ahead. 

Mr. Srernsack. Clearly there exists a great margin of difference 
which would permit wages to rise substantially in Puerto Rico which 
were aided and promoted by our Economic Development Administra- 
tion, the return enjoyed by such firms during the fiscal year 1953 
amounted to $15,577,000 on a paid-in capita] and surplus of $49,669,- 
000, or an average return of 31 percent. This is stupendous when, you 
consider that these were firms 3 years old or less, the period when new 
business typically does not expect to make money. The figures, I 
should add, are cited in a study of Leonard C. Yaseen on Plant Loca- 
tion, page 197. 

No one, to my knowledge, has put forward the argument that the 
bulk of the industries covered by the Wage and Hour Act could not 
pay the modest increase of 25 cents an hour. While arguments have 
been made against the increase, as a rule no data has been offered to 
demonstrate inability to pay. 

Essentially, resort was made by innuendo or other statements that 
the industrialization program of Puerto Rico will suffer if the cheap 
wage inducement is curtailed. 

However, it is well to remember that it is low wages which induce 
inefficiency in industry. It is when wages are low that employers stop 
worrying about technological improvements in their operations. 
Higher wages, on the other hand, serve as a direct incentive to improve 
industrial efficiency and, with it, serve to raise living standards, to 
lower production costs, and to induce additional employment as the 
purchasing power of the people permits them to increase their con- 
sumption of goods and services. 

It has been argued that home needlework cannot pay the 25-cent 
increase. Frankly, I don’t believe it. Homeworkers on the island 
have minimum wages today, depending on the product, from 2214 to 
471% cents per hour, with the great majority at the lower figure. There 
are 29,000 such homeworkers, of which number 9,000 are self-em- 
ployed—neighborhood dressmakers and the like. The remaining 20,- 
000 are the ones that must be considered. 

If similar work is done on the mainland it must be paid, under the 
law, at least 75 cents an hour today, and at least $1 after March 1. 
Thus, in terms of mainland standards, the home needleworkers of 
Puerto Rico are distinctly underpaid. And it must be remembered 
that in numerous cases their work is the same as is done in the States 
and where foreign competition does not even enter the picture. 

Take, for example, bullion embroidery that is found on Navy uni- 
forms. It is done in Puerto Rico and on the mainland; none is im- 
ported. Or take crochet slippers that are made here by homeworkers; 
it does not compete with foreign merchandise. 

In the case of embroidery work on silk and rayon undergarments 
for ladies, employers themselves testified only a couple of months ago 
before industry committee No. 17 that their sole competition is from 
the mainland of the United States and not from abroad. The same 
holds good for embroidery on dresses and blouses; manufacturers from 
the mainland merely send the parts of cut fabric to be embroidered 
here; there is no foreign competition in this field. 
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On the other hand, in some homework fields such as handkerchiefs 
and gloves, foreign competition does exist. However, it does seem to 
us that if any branch of American industry is threatened by competi- 
tion from abroad that problem cannot be solved by keeping the wages 
of American workers at starvation levels. Such problems can only 
be solved through proper legislation with regard to foreign imports, 
tariffs, and quotas whenever such are needed. The wage and hour 
law, as we see it, is designed to insure that American workers, includ- 
ing Puerto Rican workers, get at least a taste of that minimum stand- 
ot of living which we associate with our country. 

Remember that the average income of homeworkers is exceedingly 
small. At best, the average weekly earnings are between $3.25 and 
$3.30 a week. The total payroll of all the 20,000 homeworkers comes 
to a little over $3 million a year. The source of this data is from Eval- 
uation of Minimum Wage Policy in Puerto Rico by Robert R. Nathan 
Associates, November 1955, page 44 of appendix to volume 2. 

Since payment for homework is on a piece rate basis, set so that the 
worker of average speed should earn only the applicable minimum 
wages, those who are less dexterous earn even less than the minimum. 
However, this does not complete the picture of the misery of these 
workers. Usually an adult comes to the distribution center to receive 
the work bundle, but the work may actually be done by several mem- 
bers of the family, and, as those of us who have visited the homes of 
these workers can testify, a lot of hidden child labor is also involved. 

At times the opponents of minimum wage increases draw attention 
to another low-paid operation. I am referring to tobacco stemming. 
This industry embraces some 8,000 to 10,000 workers who earn around 
35 cents per hour, and their employment is highly seasonable. 

The problem involved is one of high agricultural costs in the pro- 
duction of the leaf and the lack of labor-saving machinery in the stem- 
ming operation. 

On the one hand, steps should be taken to increase the amount of 
help these farmers receive through the applicable agricultural laws, 
as would be done in any area of the United States where farmers suf- 
fered unusual hardships because of economic or market conditions. 
Steps should also be taken to protect these farmers against the monop- 
olistic position of the principal buyers. On the other hand, I am cer- 
tain that a rise in the minimum for the stemming operation will go a 
long way toward spurring the ingenuity of management to the adop- 
tion of appropriate stemming machinery, for which incentive may 
have been lacking as long as alentioneiin cheap labor is available. 

Concerning the effect that an across-the-board increase of 25 cents 
an hour will have on promoting future industries to come to Puerto 
Rico, we believe that the rather generous inducements given by the 
Commonwealth government allow of sufficient incentive to serious and 
responsible industrialists. Among these inducements, but by no 
means all of them, are the following: Tax exemption from all taxation, 
Federal, insular, or municipal, including corporate or personal income 
tax; financial assistance ranging from loans to investment in risk 
capital; technical assistance; free vocational training of employees; 
low rentals and building space facilities; free building rentals during 
the first year of operation in many cases; payment of supervisory sal- 
ary of the plant during the first year in many cases; the free services of 
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economists, market specialists, and other technicians; and other aids 
that are also mame ip 

We are all agreed, I think, that Puerto Rico needs industrialization. 
But if we accept the theory that wages must be kept as low as that 
which many manufacturers would like to have them in order to invest 
in Puerto Rico, then we are losing our time here, for then wages will 
never rise in this island to any comparable level with the mainland. 

We in organized labor denounce any attempt to turn this island into 
a high-profit, tax-free, industrial paradise for management, all at the 
expense of the workers who are asked to accept a continuation of an 
un-American substandard level of existence. 

We claim that the Puerto Rican worker is entitled to receive wages 
comparable to those received by his fellow worker on the mainland, 
with due regard for any differentials in efficiency or productivity or 
other applicable economic factor. But, lest this be misinterpreted as 
a confession that Puerto Rican workers are inferior to their stateside 
brothers and sisters, permit me to enter into the record, a publication 
put out by the Economic Development Administration, entitled 
“Facts for Businessmen,” dated March 1954. This piece of literature 
merits your close inspection. I shall only quote a few short passages.* 
On page 2 we find the following: 


Puerto Ricans are able workers, and are proving their ability in a wide 
variety of industrial enterprises. Manufacturers now operating in the Com- 
monwealth report that after training, the productivity and efficiency of Puerto 
Rico labor is comparable to that in mainland plants. 


On page 9 it says: 


Rating examination has shown Purto Ricans’ finger dexterity to be unusually 
good, particularly among women. This has been a very important factor in the 
successful operation of many factories in Puerto Rico engaged in the manu- 
facture of small parts and precision apparatus. Many experienced manu- 
facturers have rated Puerto Ricans more cooperative and more interested in 
their work than the average industrial worker. 


Further down the same page we find: 


Nearly all local manufacturers find that Puerto Rican labor, after initial 
training period, achieves satisfactory levels in both quality and quantity of 
output per man-hour. In several industrial fields, to which the Puerto Rican 
is especially adaptable, productivity and efficiency is considered comparable to 


the mainland average. 

I realize that you will want to hear other witnesses and that the 
time at your disposal is limited. Therefore, I shall not attempt to 
elaborate further, and, in conclusion, state that, in the name of the 
70,000 workers that the CIO represents in Puerto Rico, request that 
you, the members of the House Committee on Education and Labor, 
recommend to the House of Representatives of the United States Con- 
gress an amendment to the present Fair Labor Standards Act increas- 
ing all Puerto Rican minimum wage rates by 25 cents an hour, a 
measure which, in all fairness and justice, is merited by the American 
citizens whom we have referred to as the Puerto Rican workers. 

Mr. Chairman, that concludes my statement. I have these 4 fellow 
workers of mine here, each 1 of whom has a statement that will take 
probably 1 to 144 minutes to read. 

With your permission, I would like to ask Mr. Jose Caraballo 
to read his statement. He asks permission to have somebody interpret 
for him from Spanish because he does not speak English. 


‘The publication referred to is printed herein beginning on p. 129.) 
70428 O—56——_9 
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Chairman Barpen. Do you speak English ? 

Mr. Srernpack. Yes, I can do my very best to interpret it, al- 
though, if you have an official interpreter, I think it would be much 
better. 

Chairman Barpen. Can’t you read it? 

Mr. Sterneack. In Spanish it would not do any good. 

Chairman Barpen. No. Can you interpret Spanish 

Mr. Srernpack. I can interpret Spanish, but this is something 
that, for the sake of doing it fast, I would rather have a professional] 
person do it who can do it rapidly. It is rather short. 

Chairman Barpen. You mean you cannot read Spanish ¢ 

Mr. Srernpack. I can read Spanish, yes, sir. Reading Spanish and 
interpreting it is different. I will do it gladly. 

Chairman Barpen. We are not afraid to trust you if you are not. 

Mr. Srernsack. Thank you. 

I will proceed then, if you don’t mind. 

This is the statement of Mr. Jose Caraballo Negron, of Salinas, 
rie ese Rico, president of the Workers of the Sugar Industry of 

alinas. 


STATEMENT OF JOSE CARABALLO NEGRON, PRESIDENT, WORKERS 
OF THE SUGAR INDUSTRY OF SALINAS 


Mr. CarapaLio (through Mr. Sternback, reading). My name is 
Jose Caraballo Negron, and I am the general organizer of the Sugar 
Syndicate, as well as the president of the Union of Agricultural 
Workers of Salinas. 

Judging from my experience, I wish to say that besides being a 


functionary of re union for many years Eeereery: I have also 
e el 


been a worker in the sugar factories and in the sugar fields of Puerto 
Rico. Also, I have had much and frequent opportunity to discuss 
problems of salaries with the workers in the sugar industry, as well 
as in other industries besides this, having helped to negotiate col- 
lective-bargaining contracts in all these industries. 

I feel that there has been a great injustice for the workers of Puerto 
Rico in the maintenance of such low minimum salaries. The industry 
committees do not always function well, and I sincerely feel that 
at this time, when the workers of the United States, with the excep- 
tion of those in Puerto Rico, have received an increase in minimum 
salaries, that this same minimum should be given to the workers of 
Puerto Rico. 

I wish to say, by this, an increase of 25 cents per hour. 

It is clear that when I ask for an increase of 25 cents per hour 
it is not because I believe that this is the maximum that these indus- 
tries can pay on the island. This is a moderate and conservative 
petition which I believe can be paid without causing the least mal- 
adjustment in the industrialization program. 

We in the labor movement are in favor of this program of indus- 
trialization, but we are also of the opinion that the people of Puerto 
Rico also have the right to a minimum standard of living. 

The cost of living here is high. The greater par tof the merchan- 
dise that we buy for our daily necessities is brought from the conti- 
nental United States. The price of this merchandise is high because 
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of the additional cost. in transportation. But, despite these high 
costs, our salaries are much lower than those on the continent. 

Unfortunately, our labor movement is not as strong as we wish 
it to be. If it were we would not have the necessity to ask Congress 
to help us. But in these moments we need this help, and we have 
the hope that it will be given to us. 

Sometimes we try to organize a factory and we find that the em- 
ployer, who, until that moment, was saying to his employees that 
that the amount of salary that was being paid was the maximum 
that he could pay, nevertheless, as soon as we begin the work of 
organization, and even before the union functions, will voluntarily 
increase the salary in order to, in this manner, combat the union. 
This, for example, happened to us in the Papermate factory. As 
soon as we commenced to organize this factory the employer volun- 
tarily increased the wages from 40 to 50 cents an hour. 

We failed in our attempt, but we tried a second time. And then 
the employer increased the salary from 50 to 65 cents an hour. 

The last time we tried to organize this factory the employer in- 
creased the salaries to 75 cents an hour, and, besides that, gave addi- 
tional benefits like paid vacations, Christmas bonus, hospital plan, 
and maternity benefits and premium payments besides. 

This demonstrates that at any particular time he could have paid 
the highest salaries. 

I am sure that you honorable gentlemen can obtain from the appro- 
priate Government agencies data concerning the exact profits of the 
Paper Mate factory, which I understand bee tremendous profits. 
I am sure this will convince you that they could pay at least $1 per 
hour. 

In the sugar industry, when the minimum was at 40 cents, the 
owners of the centrales said that they coyld not pay 1 penny more, 
and if this minimum were increased by the industry committee all 
these centrales would have to close. But the committee nevertheless 
recommended 55 cents per hour, and no factory was closed. On the 
contrary, there was more work and more profit for the factories. 

Later, when another industry committee considered this industry, 
the employers came again to say that they could not pay more than 
55 and that a higher salary would be disastrous for the industry. 

The committee recommended 75 cents, the maximum possible under 
the law, and once again it can be seen that no factory has closed and 
that all of them have been shown to have made profits. 

Every year the large corporations who own these centrales distribute 
large bonuses to administrative employees, but nothing to the workers 
in the factories. This also is an splay that, without difficulty, 
could pay the minimum of $1 per hour. e imposition of this mini- 
mum would benefit not only the workers but also the employers and 
the economy of all the Commonwealth of Puerto Rico. 

During the last years when these increases in salaries were made we 
have seen at the same time an increase in the methods of production 
as a result thereof, and an increase in the productivity in greater pro- 
portion than that of the salaries. 

While I do believe that a salary of $1 per hour is desirable for all the 
workers of Puerto Rico, I do not ask that you recommend that measure 
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at this moment. I believe that the minimum wages should be in- 

creased 25 cents per hour for all industries. If, after receiving 25 

cents, the minimums are still below $1 per hour they should be re- 

viewed by industry committees which can adjust the salaries, increas- 

a them as rapidly as possible to the Federal minimum as imposed 
aw. 

y hope that this which I solicit will be that which you honorable 
— of the Congress of the United States will recommend to your 
colleagues. 

Chairman Barpen. I wish the committee had the time to hear each 
of these witnesses, but that 2 minutes expanded into 15. If we don’t 
watch it we will cut off the rest of the witnesses. 

Mr. Srernsack. May I suggest that I have a translation made of 
this and send you the original of the translation for the record. 

Chairman Barpen. That would be excellent. I do not think the 
committee would be willing to displace other witnesses if all of the 
statements are as repetitious as that one. I hope we are not bei 
inconsiderate. I am trying to be as considerate as possible of all. 

Mr. Srernpack. We are trying to cooperate with you. 

If you feel that would be the better method, we will be glad to co- 
operate wtih you. 

We know that you will, because of the longeage difficulty, give these 
people close scrutiny by the statement that will be put into the record. 

airman BarDEN. These are your folks ? 

Mr. Srernpack. Yes, sir. 

Jot yereny Barven. Are the statements the same thing that you 
2 

Mr. Srernpack. They are all asking for the same thing, if that is 
what you mean; yes, sir. 

Mr. Powe. May I suggest that each one of the witnesses identify 
who they are and what they represent, and that they file their state- 
ments, and then when we question them we can talk to them if we have 
a question involving their particular area. 

Mr. Srernwack. I will be glad to. 

We will put into the record afterward an English translation. 

Chairman Barpen. Yes. 

Mr. Srernzack. Or would you rather have it in Spanish ? 

Chairman Barpen. If they did not translate it my reporter would 
find himself in great difficulty. 

Mr. Srernsack. I will introduce to the committee Mr. Juan Vera, 
who is president of the construction workers union in the southern part 
of the island. 

Chairman Barven. Ask him if he would like his statement to go into 
the record. 

Mr. Srernsack. He says, As you think best. 

Chairman Barpen. All: ht, thank you. 

Mr. Srernpack. I would like to introduce this young lady, Miss 
Carmen J. Rivera, who works in a men’s clothing hes in Mayaguez, 
P. R., and is with the amalgamated clothing workers. She has no 
statement, nothing written. 

Mr. Powerit. Do a speak English ? 

Mr. SrernBack. No, she does not speak English. 
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May I state that, under those circumstances, she will be at your 
disposal. 
Chetvaen Barpen. Mr. Reporter, off the record. 


(Discussion off the record.) 

Mr. Srernpack. She would like to answer questions in that case 
and comply with your request not to make a presentation. 

Chairman Barpen. Mr. Powell, do you have any questions? 

Mr. Powe t. Is this another witness? 

Mr. Srernpack. Let me introduce Mr. Merced. He can speak Eng- 
lish as wellasIcan. I will let him speak for himself. 


STATEMENT OF EFRAIN MERCED, NATIONAL REPRESENTATIVE, 
AMALGAMATED CLOTHING WORKERS OF AMERICA, CIO 


Mr. Mercep. My name is Efrain Merced. I am national repre- 
sentative of the ei ng Clothing Workers of America, CIO, 
and I was sent down here about 6 months ago to make a survey of 
men’s and boys’ clothing. 

Chairman Reonaongy ae you from New York or the States? 

Mr. Mercep. My home is in New York. 

Chairman Barpen. And you are stationed here. That is—— 

Mr. Mercep. I have been in Mayaguez for 6 months, throughout 
the island, making a survey. 

Chairman Barpen. The reason I am asking the question is this, 
that the committee announced that stateside witnesses could be heard 
later. And I did want to let you know that. 

Mr. Srernpack. He is from Puerto Rico. 

Mr. Mercep. I am a Puerto Rican, sir, and I am making my home 
down here. 

I have been sent down here to live down here, and I have been down 
here for 6 months up until now. I am making my home here. 

Chairman Barpen. You may continue. 

Mr. Mercep. And this young lady is from one of the shops that I 
have organized, in which they make Botany brand trousers. Any 
questions in regard to the shop, I think she could answer. If you have 


any questions regarding her type of work she can answer those ques- 
tions. 


Chairman Barpen. Thank you, sir. 

Mr. Sternwack. May I introduce this into the record now, please? 

Chairman Barpen. Would you mind my seeing something about 
the size of it? 

Mr. Srernpack. It is mostly pictures, Mr. Chairman. 

Chairman Barpen. The reason I mention it is that by the time it 
leaves here and goes through the reporter and the Printing Office it 
makes pretty expensive literature. 

Mr. STERNBACK. But you would not slight the Commonwealth gov- 

ernment by leaving their own literature out, I am sure. 
_ Chairman Barpen. I am not going to slight anybody. But if there 
is material in there that neither you nor I would regard as important 
I see no necessity for putting it in. 

So, do you want the whole thing in? 

Mr. Srernsack. I would like it, sir. 
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Chairman Barpen. Without objection, it will be included in the 
record. 

I just do not like to clutter up the record at a tremendous expense 
unless there is some point in doing it. If all of it is material and has 
bearing on the matter, then it is worth the expenditure. Otherwise 
we will be spending your money and mine for foolishness. 

(The material referred to is as follows :) 

(Testimony continues on p. 201.) 
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SAN FRANCISCO 
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a ee 


PUERTO RICO ECONOMIC DEVELOPMENT ADMINISTRATION 


with offices in: 
SAN JUAN, PUERTO RICO NEW YORK 19,N.Y. CHICAGO3, ILL. LOS ANGELES 14, CALIF. 
Banco Popular Building, stop 22 = 600 Fifth Avenue 79 West Monroe Street 530 West Sth Street 
Phone: 3-0040 Phone: Plaza 7-2420 Phone: Andover 3-4887-8 Phone: Trinity 6124 


represented by: 
Office of Puerto Rico Arthur D. Little, Inc. 
903 Sixteenth St. N.W. 30 Memorial Drive 
Phone: Executive 3-2947 Phone: University 4-9370 
WASHINGTON 6,D.C. CAMBRIDGE 42, MASS. 
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FACTS FOR BUSINESSMEN 


Facts for Businessmen presents a ready reference of basic in- 
formation about Puerto Rico as an industrial location. 

This data is presented to you by the Economic Development Admin- 
istration, an agency of the government of the Commonwealth of Puerto 
Rico which is specifically geared to help new or expanding industries to 
become established on the Island. The book has been designed to pro- 
vide factual information about essential industrial factors, as well as 
details of the special incentives and assistance offered to manufacturers 
by the Administration and other agencies of the Commonwealth. 

The Administration invites you to secure further information about 
the requirements for your particular operation from any of the offices 
listed on the opposite page. Your questions about local conditions in 
economics, transportation, building and site evaluation, marketing, 
commercial laws and regulations, engineering, labor and other fields 
pertinent to an industrial enterprise will be reviewed by our staff of 
experts, as well as by consultant technicians in your specific industrial 
field. The reply will be prompt, detailed, and accurate; your inquiry 
will be kept in the strictest confidence 


March, 1954 
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Puerto Rico, usa... 


The Commonwealth of Puerto Rico enjoying self-government similar to that 
of any state under its own Constitution and the Constitution of the United 





States is a domestic market for American manufacturers and businessmen. The 
close ties between Puerto Rico and the mainland make the Island an especially 
desirable site for industry. The economies of the two areas are closely inte- 
grated, and there are no barriers—tariff, immigration, or exchange—to the free 
movement of goods, people, or money. Federal services essential to business 
are common to Puerto Rico—U. S. coin and legal tender, postal service, and a 
Federal District Court. 


PROVIDES SOUND LOCATION FACTORS 


e Labor -— Puerto Rico has a reservoir of nearly 125,000 workers available to industry—men and 
women—who can be quickly and easily trained to execute any factory operation. Industrial firms 
ordinarily receive 10 to 12 applicants for each job vacancy. Puerto Ricans are able workers, 
and are proving their ability in a wide variety of industrial enterprises. Manufacturers now 
operating in the Commonwealth report that after training, the productivity and efficiency of 


Puerto Rican labor is comparable to that in mainland plants. 


© Electric Power and Water for industrial production in adequate supply and at reason- ‘ 
able rates throughout the Island. 


° Ocean Transportation providing regularly scheduled service—by five American steam- 
ship companies between Puerto Rico and East coast, West coast, and Gulf coast ports; 18 
domestic and foreign flag companies between Puerto Rico and foreign countries—at compara- 


tively low rates. 
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A WISE SELECTION FOR INDUSTRY 


e Air Transportation by three American airlines, providing 101 scheduled passenger flights 
weekly between New York and San Juan, flying time six to eight hours; 57 scheduled weekly 
flights between Miami and San Juan in four hours; 36 flights per week between San Juan and 
Chicago; and additional all-cargo flights. Six airlines link Puerto Rico directly with the major 
cities of South America, Europe, and the Caribbean on schedules ranging from 3 to 21 flights 
per week. 


e Banking Establishments protected by the Federal Deposit Insurance Corporation. All 
transactions conducted in U. S. currency. 


bd Good Government based on strong tenets of democracy, modern and efficient administra- 
tive techniques, and well-trained government personnel. 


e Living Conditions including health, education, and recreation facilities, cultural advantages 
and material comforts comparable to those in the mainland United States, and a mild climate 
throughout the year. 
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TO SPEED INDUSTRIALIZATION 


Puerto Rico OFFERS SUBSTANTIAL 


° Tax Exemption — on the income of specified manufacturing and hotel operations for a period 
of ten years, commencing on the date of starting operations; on municipal licenses and excises 
for such ten year period; on dividends paid to residents of Puerto Rico from the earnings of the 
first seven years of operation; and on personal and real property for a period of five to ten years 
depending on the amount invested. (In addition to freedom from Federal taxes.) 


Loan Facilities through the Government Development Bank for Puerto Rico, which supple- 


ments commercial banking facilities for long-term loans to industry and business. 


Industrial Space in privately-owned buildings, or in those constructed by the Puerto Rico 
Industrial Development Company for lease or sale to new firms at comparatively low rates and 


on favorable terms. 


Personnel Selection from pre-screened applicants for industrial jobs, all of whom have 
been tested with modern psychometric devices, through the Puerto Rico Employment Service. 


Personnel Training for specific industrial operations under programs sponsored by the 
Commonwealth Board for Vocational Education and the Economic Development Administra- 
tion; apprentice training and special courses for improving skills and technical knowledge. 
Eleven vocational schools operated by the Department of Education graduate an average of 
6,500 students annually. 





MINIMUM WAGES FOR PUERTO RICO AND VIRGIN ISLANDS 135 


Industrialization is more important to Puerto Rico than to any other 
American community, because of Puerto Rico’s rapidly increasing popu- 
lation. The Commonwealth of Puerto Rico, since 1948, has enacted every 
practical measure to promote the rapid industrialization of the Island. 
Features are tax exemption to specified industries, and other incentives 
extended by government agencies created specifically to assist manufac- 
turers in becoming established in Puerto Rico. 


INCENTIVES TO MANUFACTURERS 


Supervisory and Managerial Training through the Department of Industrial 
Services of the Economic Development Administration, which sends candidates to mainland 
plants for training or brings technicians to Puerto Rico to offer local in-plant training. 


Financial Assistance to specified essential industries, including up to one year of free rent 
and partial assistance in training personnel and in shipping essential machinery and equipment 
through the Puerto Rico Industrial Development Company. 


Technical Assistance through the Department of Industrial Services of E.D.A. in manage- 
ment, industrial engineering, and personnel administration; in making surveys and studies of 
industrial plants with recommendations for the solution of problems encountered; and in con- 
tacting specialists and consultants for special aid. 


General Assistance through the Economic Development Administration in securing eco- 
nomic data; in evaluating jocal cost problems, markets, and sources of supply; selecting manu- 
facturing sites; orientation on local labor conditions, legislation and regulations concerning 
industry and business; special assistance in obtaining housing, school facilities, and other per- 
sonal needs of management personnel; contacts with other government agencies and general 
guidance and cooperation during organization period and thereafter. 
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INDUSTRY 
HAS 
SUCCEEDED 


In 1946, the Puerto Rican government began an intensive promotion 
of the Commonwealth’s potential as an industrial center. Today, the 
profitable experience of the many new factories established in Puerto 
Rico since 1948—factories covering a wide range of industrial enter- 
prises in such fields as plastics, electronics, and metal manufacture, 
precision apparatus, leather and rubber goods, wearing apparel, and 
many others—offers ample proof of the program's success. 

Puerto Rico's industrialization is now passing out of its pioneer 
stage. Investments are increasing. Established plants are expanding. 
New firms are establishing at an ever increasing rate. During 1953, 
92 new factories began operations, and 30 more were in the process 
of being established. 


OVER 300 NEW FACTORIES 


Beatrice Needlecraft, inc., operating three plants in Puerto Rico, 
is a subsidiary of the Maidenform Brassiere Co., Inc. 
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LABOR 





A constant supply of dependable labor is a paramount requirement of industry. Puerto 
Rico is well equipped to supply this labor. In this concentrated area, twice the size of 
Long Island with a population of 2% million persons, there are more than 125,000 
workers now available for employment in industry. 

Puerto Rico offers workers who learn quickly and, after training, develop satisfac- 
tory levels of productivity and efficiency. The Puerto Rican government offers assistance 
in the selection and training of both operators and supervisory personnel for industrial 
firms. Puerto Rico’s labor legislation and regulations are designed to promote the devel- 


opment of industry. 


Abundant Labor 


Puerto Rico’s total labor force consists of approxi- 
mately 650,000 men and women, Every year the 
rapidly growing population swells the labor force by 
approximately 22,000 persons, assuring a constant 
labor supply for the development of industry. 

Women factory workers are important in many 
types of industry that have found Puerto Rico a par- 
ticularly attractive location (i.c.—assembly, light 
machine and manual operations) ; an estimated two- 
thirds of the workers now employed in Puerto Rico's 
factories are women. (See page 42 for detailed com- 
position of the labor force). Of the labor reservoir 
now available to new industries, approximately 
90,000 are women; 35,000 are men. 


Pre-tested Applicants 

New industries usually recruit their labor through the 
Puerto Rico Employment Service. The Employment 
Service maintains a constant file of about 40,000 ap- 
plicants for industrial jobs, all of whom have been 
tested by modern psychometric methods.-From this 
list, a manufacturer can select a worker for each job 
from four or more pre-screened applicants. Several 
recently established firms have selected their workers 
on a basis of one employee from 10 applicants, and 
in a few cases, selections have been made on a one to 
twelve ratio. 


70428—56——10 


Able Workers 


Puerto Ricans are proving their ability as factory 
workers in a wide variety of industrial enterprises, 
both here and on the mainland. Under intelligent and 
understanding direction, Puerto Rican labor has 
proved easy to train for any factory operation. 

The Commonwealth of Puerto Rico spends a 
greater proportion of its budget for education than 
any state in the Union. As a result, industrialists find 
that most of their workers have at least an eighth 
grade education. Among the Employment Service 
applicants for industrial jobs, 98% are literate; a per- 
centage superior to that of most other newly indus- 
trialized areas. 

Rating examinations have shown Puerto Ricans’ 
finger dexterity to be unusually good, particularly 
among women. This has been a very important factor 
in the successful operation of the many factories in 
Puerto Rico engaged in the manufacture of small 
parts and precision apparatus. Many experienced 
manufacturers have rated Puerto Ricans more coop- 
erative and more interested in their work than the 
average industrial worker. 


Productive and Efficient Labor 

The government's investment in education and indus- 
trial training is yielding gratifying returns in terms of 
labor productivity. Nearly all local manufacturers 
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Puerto Ricans ore well suited to precision operations. 


find that Puerto Rican labor, after the initial training 
period, achieves satisfactory levels in both quality 
and quantity of out-put per man-hour. In several in- 
dustrial fields, to which the Puerto Rican is especially 
adaptable, productivity and efficiency is considered 
comparable to the mainland average. Labor produc- 
tivity obviously depends on a number of factors, in- 
cluding the degree of mechanization and the length 
and quality of the training period. 


Reasonable Wage Scales 


The Federal Fair Labor Standards Act, which is ap- 
plicable in Puerto Rico to all industries producing 
goods for interstate commerce, provides that mini- 
mum wage rates for each type of industry shall be 
established by the Administrator of the Federal Wage 
and Hour Division. 

Public Wage and Hour hearings are conducted by 
Special Industry Committees, with equal represen- 
tation for labor, management, and the public. These 
committees study the economic situation of local 
firms, and recommend minimum wages which will 
neither cause unemployment in the Commonwealth 
nor give local firms an unfair competitive advantage 
over firms operating in the continental United States. 
Wage rates are reviewed every few years and altered 
as warranted. 


Good Labor-Management 
Relations 

Relations between labor and management in Puerto 
Rico are peaceful and harmonious. The firms whose 
workers are organized find that their unions usually 
understand the importance of good labor-manage- 
ment relations to the success of the industrialization 
program. 

When a labor controversy does occur, the services 
of the National Labor Relations Board and the Com- 
monwealth Arbitration and Conciliation Service are 
available to help settle it peaceably. Well-trained 
Spanish-speaking personnel managers facilitate the 
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Puerto Ricans are efficient in stitching 
operations for wearing apparel, shoes 
or related industries. 
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LABOR 


handling of labor relations. The Department of In- 
dustrial Services of the Economic Development Ad- 
ministration, and the Department of Labor counsel 
both labor and management on the role of each in 
the successful development of the economy. 


Sound Labor Regulations 


Federal and Commonwealth Law provides that 
firms engaged in interstate commerce, pay time-and- 
a-half for overtime beyond 8 hours a day or forty 
hours a week. Firms not engaged in interstate com- 
merce pay overtime according to Commonwealth 
provisions only; double-time for more than 48 hours 
per week or 8 hours per day. 

There are 14 legal half holidays and 3 full holidays 
in Puerto Rico but manufacturing firms are not com- 
pelled by law to observe them. 

By Commonwealth law, women may not be em- 
ployed between 10:00 p.m. and 6:00 a.m. except in 
the textile fabric manufacturing industry. Minors 
under 16 years of age may not be employed in fac- 
tories. Employment of minors is subject to strict 
regulations issued by the Commonwealth Depart- 
ment of Labor. 
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LABOR TRAINING 





The Commonwealth of Puerto Rico maintains a complete and modern educational sys- 
tem, supplementing elementary schools with a good high school system, an accredited 
University, and a comprehensive program of vocational education integrated to the needs 


of the industrial development. 


Vocational Training for Trades 
and Industries 


Eleven vocational high schools in Puerto Rico, oper- 
ated by the Department of Education, provide basic 
training for approximately 6,500 students annually. 
These eleven schools are located throughout the Is- 
land, thus trade and industrial training is available in 
all parts of Puerto Rico. A capital investment of more 
than $7,000,000 in buildings and equipment pro- 
vides up-to-date facilities staffed by highly-trained 
teachers, 

The regular program of trade training leads to a 
high school diploma and a certificate of trade pro- 
ficiency, turning out individuals with an adequate cul- 
tural background as well as the skills and technical 
knowledge necessary to assume the responsibilities of 
a wage-earning citizen. 

All training courses are organized to meet the needs 
of local industry and are planned with the advice of 
advisory committees representing the various trades 
that are taught. At the present time twenty-eight dif- 
ferent trades are offered in the vocational schools of 
Puerto Rico. (See page 44 for list of courses. ) 


Accelerated Training for industry 


In addition to the regular program for industrial train- 
ing, a special program of instruction provided by the 
Commonwealth Department of Education gives 
break-in training for new industries. This type of 
training is given in specially equipped training cen- 
ters, vocational schools, or as in-plant training. This 
program consists of intensive study for a period which 
varies from one week to six months or more depend- 


ing on the needs of the particular industry and the 
difficulty of the specific operation. Eight to ten thou- 
sand new workers each year are trained for produc- 
tion line jobs under this accelerated program. Short 
courses for group leaders and foremen are offered. 


Supervisory and Managerial 
Training 


A special program conducted by the Department of 
Industrial Services of the Economic Development 
Administration assists new manufacturing firms in 
the preparation of supervisory and managerial per- 
sonnel for their plants. The Department will send 
selected Puerto Rican candidates for supervisory or 
managerial positions in a local industry to the parent 
company on the mainland to receive training, or will 
contract mainland industrial instructors to come to 
Puerto Rico and give on-the-job training to potential 
Puerto Rican managers and super~isors. In addition, 
Industrial Services offers scholarships to qualified 
Puerto Rican candidates for the study of advanced 
engineering and management in mainland colleges. 

In cooperation with the University of Puerto Rico, 
the Department of Industrial Services conducts semi- 
nars for the training of supervisory personnel. Super- 
visors are trained at the plants, by means of lectures 
and the distribution of literature and visual aid ma- 
terial, with an aim to improve industrial and human 
relations as well as supervisory techniques. 

At the University of Puerto Rico, the Schools of 
Engineering, of Business Administration, and of Pub- 
lic Administration are all geared to speed the healthy 
development of business and industry. (See list of 
courses, page 44.) 
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Puerto Rican 


workers 


performing 


Between 16,000 and 20,000 Puerto Ricans work 
in the ladies’ garment industry in the mainland 
United States, principally in New York. In 
Bridgeport, Connecticut, there are about 3,000 
Puerto Rican industrial workers, in Philadelphia 
and Camden, around 6,000. Between 400 and 
500 of Milwaukee’s foundry workers are from 
Puerto Rico. Each year finds a greater variety 
in the types of employment and a higher skill 
level among Puerto Ricans employed in the 
mainland. 


efficiently . . . in mainland U. S. plants 


Feder Industries, manufacturers of decora- 
tive packaging, New York City, employs 71 
men and women from Puerto Rico, 75 per 
cent of labor force. Miss Sylvia Schultz, Ad- 
ministrative Assistant to the firm's President, 
rates the Puerto Rican group equal in pro- 
ductivity, punctuality and cleanliness to the 
plant's other workers. 


Youngstown Sheet & Tube Company, 
steel fabricators, Ohio, employs around 300 
Puerto Rican workers in total labor force of 
15,000. Mr. George B. Curl, Employment 
Department Supervisor, is extremely satis- 
fied with the group, rates them superior in 
cleanliness, very good in punctuality, very 
good in productivity, and states that he in- 
tends to hire more. 
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Lavoie Laboratories, Morgansville, New 
Jersey, employed group of Puerto Rican 
World War Il veterans early in 1952. They 
work presently as machinist and draftsmen 
trainees, and Mr. Stephen Lavoie, President, 
is enthusiastic about their performance. 


Waldorf-Astoria Hotel, New York, em- 
ploys more than 300 men and women from 
Puerto Rico, 12 per cent total labor force. 
The men work as chefs, pastry cooks, ice 
cream makers, coffee and salad men, wait- 
ers, bus boys, dishwashers; the women as 
chambermaids. Mr. C. T. Enderly, Person- 
nel Manager, speaks highly of the Waldorf's 
Puerto Rican employees and rates them 
equal in cleanliness, productivity and punc- 
tuality to the other employees. 


Chain Belt Corporation, foundry in Mil- 
waukee, has been employing men from 
Puerto Rico for over three years, now has 
31, or one per cent of total employees. In 
comparing them with other Chain Belt 
workers, Mr. L. Davis, officer of the firm, 
states that at this stage they are still lower 
in productivity, but equal in punctuality and 
other attributes. 


Art Steel Company, Inc., manufacturers of 
steel office equipment, Bronx, New York, 
has employed men and women from Puerto 
Rico for more than 10 years, now has around 
400, or 80%, of total labor force. Mr. Joseph 
Berger, President of Art Steel, rates them 
equal in productivity and punctuality to 
other employees, although some take slight- 
ly longer in learning machine operations 
due to deficient English. 


The R & G Company, garment manufac- 
turers, Bronx, New York, rates their 25 hand 
and machine workers from Puerto Rico, ‘‘ex- 
cellent” in productivity. 
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San Juan's airport, busiest in the Carib- Cargo from the 
bean, clears an average of 81 flights daily. in 1953 was valued at 


Puerto Rico's location makes it an especially desirable site for manufacturers who want 
to reduce their transportation costs to East, West, or Gulf coast markets. Modern 
transportation has brought these areas, which constitute the most important portions 
of the U. S. market, within easy reach of manufacturers producing in Puerto Rico. 

Shipping time and flying hours have been reduced drastically in the past few years 
and it is expected that further reductions in air time will be achieved. The shipping time 
from San Juan to New York, for instance, is three and one-half days, about the same as it 
takes from California to New York by train. As of today, it takes 542 hours to fly by 
DC-6B from San Juan to New York, less time than from New York to Boston by train. 

Latin America, with its expanding market, is also close at hand. Goods manufac- 
tured in Puerto Rico can be shipped by ocean freight to Venezuela, for instance, in just 
two days. The fusion of the American and Spanish cultures in Puerto Rico, and its cen- 
tral location, gives the Commonwealth special importance for manufacturers who wish 
to serve both mainland U. S. and Latin American markets. 
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MARKETS & TRANSPORTATION 





U. S. Mainland Market 


Puerto Rico is part of the U. S. customs area and 
a domestic market. There are therefore no restric- 
tions or tariff barriers in trade between the Common- 
wealth and the mainland. 

The mainland market is the principal consumer 
of the Island’s products, absorbing $271 million 
worth in 1952. Because of two factors — location 
and comparatively low ocean freight rates — it is 
often possible to transport products to certain areas 
of the U. S. more cheaply from Puerto Rico than 
from mainland locations, Whether or not this is so 
depends, of course, on the characteristics of the par- 
ticular product and industry. Puerto Rico is located 
just 1610 miles southeast of New York, 1059 miles 
from Miami, 1770 from New Orleans, 


Latin American Market 

Latin-America, especially Venezuela, Colombia, 
Central America and the Caribbean Islands, offers 
an important, near-by market for many products of 
Puerto Rican industry. Venezuela is only 580 miles 
away. 

The value of exports from Puerto Rico to the 
Caribbean and Latin-American countries was $8.7 
million in 1952. The potential has hardly begun to 
be tapped. 


Local Market 


Shipments of U. S. merchandise to Puerto Rico in 
1952 reached $431 million, making the Common- 
wealth’s 2% million inhabitants among the largest 
offshore customers of the U. S. (see pages 50 & 51 
for selected 1952-53 shipments. ) 

The industrialization of Puerto Rico benefits not 
only the Commonwealth economy, but also main- 
land suppliers. It is estimated that for every one mil- 
lion doliar increase in the purchasing power of Puerto 


Rico, one-half million is spent for mainland goods 
and supplies. The balance is spent locally, only a 
slight percentage is spent for foreign goods. The ship- 
ment of mainland goods to Puerto Rico has increased 
from $103,982,932 (in 1940) to $431,187,309 by 
the end of 1952. 

The local market is growing rapidly and is widely 
diversified. As a rule, a local manufacturer will find 
that he cannot sell a major portion of his output 
here, although the local market may constitute a 
welcome additional demand for his product, with 
promising prospects for future expansion. 


Market and Port Development 


The Commonwealth Government has a general plan 
for intensive development of a port area at the South 
side of San Juan Harbor. It will provide adequately 
for the assembly and distribution of food and related 
products. The most modern maritime facilities will 
be constructed; sites for agricultural processing and 
industrial use will be prepared. The initial develop- 
ment comprises an area of 175 acres, of which about 
105 acres will be used for a wholesale and retail 
market, related waterbased industries, and marine 
terminal facilities. Also, an extensive area will be 
reserved for industries which require easy and eco- 
nomical access to the waterfront and to those which 
generate a high volume of waterborne commerce. 
Construction is now under way on the project. 


Raw Materials 


The Island has abundant agricultural resources, but 
its mineral and forest resources are limited. Its favor- 
able location, however, makes it possible to secure 
such materials from abroad. Most of the raw mate- 
tials used by Puerto Rican industries are brought in 
from outside sources. (For partial list of products 
manufactured in Puerto Rico, some of which are 
important to industrial processes, see pages 70-72.) 
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Ocean Transportation 


Ports 


Last year Puerto Rico’s twelve ports handled more 
than 4 million short tons of cargo. San Juan in the 
North, Ponce in the South, and Mayaguez in the 
West are the principal ports. San Juan is by far the 
largest, handling more than two-thirds of the total 
tonnage. 


Shipping Service to the Mainland 
Puerto Rico, as part of the United States, is subject 
to the U. S. coastwise shipping laws. Cargo moving 
to and from the mainland must be carried in U. S. 
Flag vessels. 

Five steamship companies, associated in two ship- 
ping conferences, operate in the U. S.-Puerto Rico 
trade. These carriers offer frequent, scheduled serv- 
ices from the principal Atlantic, Gulf, and Pacific 
Coast ports of the mainland. (See page 45 for sum- 
mary of shipping services. ) 

Compared with inland rail rates on the mainland 
and with other overseas rates, the freight rates for 


many commodities in the Puerto Rican trade are 
very low. (See pages 46 & 47 for a few typical freight 
rates. ) 


Passenger Service 

The conference carriers offer limited passenger serv- 
ice between their ports of call and Puerto Rico. Most 
of their cargo ships are provided with accommoda- 
tions for ten to twelve passengers. Air transportation 
provides the Commonwealth's major overseas pas- 
senger transportation. 


Steamship Service to Foreign 
Countries 


Freight and passenger service between Puerto Rico 
and foreign countries is offered by eighteen steam- 
ship companies which have local representatives in 
San Juan. The service provided by some of these 
companies is limited, depending on the cargo offer- 
ings. There is normally no fixed rate structure. (See 
page 45 for countries served. ) 


Air Transportation 


Airports 

San Juan's airport is the busiest and most important 
in the Caribbean. In 1952 there were 29,482 flights 
in and out (combined) of San Juan, transporting 
486,167 passengers and 14.3 million pounds of 
cargo, an average of 81 flights and 1,332 passengers 
daily, including those of both scheduled and non- 
scheduled airlines. 

San Juan’s new International Airport, now under 
construction, is designed to handle the heaviest air- 
craft and is expected to provide an additional stimu- 
lus to the growing volume of air traffic. The new 
airport is scheduled for completion by 1955. 


Air Services 

Pan American World Airways and Eastern Airlines 
have passenger and air cargo service between Puerto 
Rico and the mainland U. S, They make daily flights, 
a total of 158 scheduled in and out (combined) 
fights per week, 101 to and from New York and 
57 to and from Miami. Chicago and Southern Air- 
line has four weekly flights to Chicago through New 
Orleans. Caribbean Atlantic Airlines maintains 
scheduled flight service to the Dominican Republic 
and the Virgin Islands. There are other direct cargo 
and passenger connections with the Caribbean area, 
South America, and Europe. (See page 48 for serv- 
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ices to and from the mainland U. S., and foreign 
areas. ) 

In addition, the Riddle Aviation Company — a 
cargo carrier — has daily flights to Miami and to 
New York City. 

(See page 49 for typical general cargo and specific 
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commodity rates to and from the mainland. ) 
Passenger fares, round trip, to New York are $128 
for tourist accommodations, $180 for Constellation 
flights. To Miami, round trip, the fare is $115 by 
Constellation, $86 for tourist flights. To Chicago, 
$252 by Constellation, $186 by tourist air coach. 


Local Overland Transportation 


Roads 


Puerto Rico’s extensive network of modern roads— 
the best in the Caribbean area—provides industry with 
transportation facilities to any part of the Island. The 
great majority of the roads are hard surfaced, many 
are new four-lane divided highways. There is one 
mile of paved road for every square mile of the 
Island’s surface area. 


Trucking 


Puerto Rican factories do their cartage in their own 


trucks or through the services of various local 
truckers, which serve on the basis of negotiated rates. 

The two largest general cargo trucking firms are 
the Porto Rican Express Company and Valencia- 
Baxt. Both have offices in New York as well as in 
Puerto Rico, and both offer a variety of combina- 
tions of service, including door-to-door service. 

Although the large companies operate according 
to a regular tariff, rates also depend upon the volume 
and frequency of shipment and the exact location 
of the plant. Rates are generally comparable to those 
in the U. S. mainland. 


More than 3,000 miles of modern hard-surfaced roads thread the Island's 3500 square 
miles, providing easy access to markets and wharves. 
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BUILDINGS 





The provision of suitable manufacturing space is of vital urgency in a large-scale indus- 
trial program, and has been given A-1 priority among the aids which the Economic 
Development Administration (E.D.A.) provides for industry. E.D.A. maintains a com- 
plete, up-to-date listing of available factory space, and will make every effort to secure for 
you the size and type of building suitable for your operation, and the terms of occupancy 


to suit your need. 


Buildings 
The volume of private construction for industrial use 
has increased tremendously in the past two years, 


factory construction to fulfill the needs that cannot 
be met by private building. The Company now offers 
a namber of buildings of various types in convenient 
sizes and locations, which are suitable to the needs of 
most new industries. 

Buildings erected by the Development Company 
generally fall within two categories. Multi-purpose 
buildings have a total of 10,000 to 25,000 square 
feet of floor space, are designed for maximum flexi- 
bility to be used for various light or semi-heavy in- 
dustries, and are usually located in sites pre-selected 
by PRIDCO allowing enough land for reasonable 
expansion. Specialized buildings are either larger or 
smaller than the standard size, or are of a highly 
specialized design, or, although of standard design 
and size, are located in a “specialized” site (i.e. — 
one not ordinarily considered practical by PRIDCO). 
A multi-purpose building may be constructed with 
minor alterations “to order” if alterations are not 
such as to raise the cost beyond the limit established 
by PRIDCO. 

Rental rates on multi-purpose buildings are rea- 
sonable and are scaled in accordance with their dis- 


tances from the metropolitan areas. Leases are avail- 
able for an initial period of either five or ten years, 
with an option period of the same length. A three- 
year option to purchase is included in the lease of all 
multi-purpose buildings. Specialized buildings are 
sold on reasonable terms which are negotiated with 
the individual manufacturers. 


Insurance 


Insurance on industrial buildings in Puerto Rico is 
written by a number of prominent mainland insur- 
ance companies through their local agents, and 
through reliable brokers. The local rating organiza- 
tion offers, free of charge, information about. insur- 
ance rates and assistance in making plans for new 
construction and for improving existing structures. 

Puerto Rico differs from the mainland in the 
necessity for carrying earthquake and hurricane in- 
surance, although both earthquakes and hurricanes 
have been of infrequent occurrence and the modern 
buildings are believed fully able to withstand these 
hazards. A class A concrete building without sprink- 
lers would pay fire insurance at rates ranging from 
.31% to .42% in various locations, together with 
earthquake insurance at .15% and hurricane insur- 
ance at .30% throughout the Commonwealth. Where 
sprinklers are installed, much lower rates are avail- 
able. Factory mutual insurance, at very low rates, is 
written by responsible mainland concerns for cases 
meeting the required standards. 
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Steam generating plant and modern water filtration system in San Juan 


Puerto Rico has a modern system of public utilities partly owned by private utility com- 
panies and partly operated by business-type public corporations. During the twelve 
years from 1941 to 1953 the total investment in these public utilities—electricity, water 
and sewerage, and also in the privately owned telephone system—rose from about $30 
million to over $180 million, with a corresponding improvement in services of all types. 
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Electric Power 


Electric power in Puerto Rico is provided by the 
Puerto Rico Water Resources Authority. This Author- 
ity operates 17 hydro-electric plants and four steam 
plants with an overall capacity of 244,000 KVA, 
interconnected by a well developed high tension grid. 
From 1943 to 1953 the production of this integrated 
system rose from 270,000,000 KWH to 770,000,000 
KWH. Capacity has been, and will continue to be, 
maintained well in advance of the expanding de- 
mand. $21,000,000 has been allocated for improve- 
ments in electric power during 1954 and 1955. The 
largest expenditure of this will be used for the South- 
west Puerto Rico Project, a reclaiming program, 
which will include two new power stations producing 
100,000,000 KWH annually. 

The system provides dependable single phase and 
three phase 60 cycle alternating current at voltages 
from 115V to 1 LOKV. Rates are comparable to those 
prevailing in most areas of the United States which 
depend primarily on recently installed steam generat- 
ing power plants, such as New England and the 
Middle Atlantic States. Some large industrial users 
pay as little as 1¢ per KWH. (A complete schedule 
of industrial rates will be found on pages 52 & 53.) 

Power is provided to industrial customers through 
a single point of delivery with meters provided by 
the Authority, Lines, substations, and all other in- 
stallation facilities from the point of delivery are 
provided by the customer. 


Fuel 


Where fuel is desired for industrial process heating, 
most manufacturers in Puerto Rico use oil. Coke gas 
is available in San Juan and Ponce. 

Bunker C. fuel oil delivered from storage near 
San Juan or Ponce sold at $2.485 per barrel of 42 
gallons in October, 1953. Transportation to other 
parts of the Island is on the account of the purchaser. 
The above price compares with a price of $2.28 in 
New York at the same date. Diesel oil and kerosene 
are also available for industrial purposes. 


Communications 


Puerto Rico is in the seventh U. S. Postal Zone from 
East coast locations. It is regularly served by air 
mail and regular mail, by air parcel post and by 
parcel post. The permitted size of parcel post pack- 
ages is 100 inches in length and girth combined, and 
70 pounds maximum weight. This is larger than the 
size currently permitted within the limits of the con- 
tinental United States. 

The telephone system is connected with the main- 
land by the International Telephone and Telegraph 
Company. Most telephones on the Islz-ad are served 
by the Porto Rico Telephone Company, a subsidiary. 
The local company has recently invested $2.5 mil- 
lion in a program of expansion and modernization 
and an additional expenditure of $15 million is now 
contemplated. 

Telegraph service within the Island is provided by 
the Communications Authority. External telegraph 
communication is provided by three international 
companies: R.C.A., American Cable and Radio 
Corp., and MacKay Radio & Telegraph Co., Inc. 

The full telegraph rate to New York City is 19¢ 
a word; the telephone rate to New York City $7.50 
for three minutes, and $6.00 after 8:00 P.M. and on 
Sundays. 


Water Sewage 


All major urban centers of the Commonwealth have 
adequate supplies of pure safe water supplied by the 
Aqueduct and Sewer Authority. Industrial water- 
users requiring unusually large quantities of water 
will find it desirable to provide their own deep wells; 
Puerto Rico’s underground water resources have 
been well charted geologically. (For analysis of 
water for typical locations, see page 54.) 

Sewer connections are generally available. Indus- 
tries producing unusually large volumes of industrial 
wastes should ask the Economic Development Ad- 
ministration to investigate their problem with the 
Aqueduct and Sewer Authority and to recommend 
a suitable location. 
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FINANCIAL FACILITIES 





Manufacturers preparing to operate in Puerto Rico may secure loans from private bank- 
ing institutions in the Commonwealth, from the Government Development Bank of 
Puerto Rico, from Federal Government agencies, from mainland banking institutions, 
or equity participation from Jocal private investors. While all reasonable safeguards 
must necessarily be applied, local institutions, in the interest of Puerto Rico’s industrial 
program, are disposed to make capital as readily available as possible. 


Banking Institutions 


Puerto Rico has fourteen strong and well-known 
commercial banking institutions with headquarters 
in San Juan and branches in the other important 
cities. These include: three local banks—the Banco 
Popular, Banco de Ponce and Credito y Ahorro 
Ponceito; two Canadian banks — the Bank of Nova 
Scotia and the Royal Bank of Canada; and two con- 
tinental banks ~ the National City Bank of New 
York and the Chase National Bank of New York. 
These institutions have correspondent connections 
in the mainland, and are especially well qualified to 
conduct business throughout Latin America. All are 
experienced in the problems of commerce and offer 
the usual services with which mainland manufac- 
turers are familiar. In recent years their volume of 
industrial loans has shown a sharp increase. Except 
for the two Canadian banks, all accounts are insured 
with the Federal Deposit Insurance Corporation. 
As a supplement to the lending facilities of exist- 
ing banks, and as an extra stimulus to industrializa- 
tion, in 1942 the Government established the Gov- 
ernment Development Bank for Puerto Rico. Loans 
by this bank to industrialists are usually for longer 
term capital outlays than those of other institutions. 
These loans are secured by mortgages on industrial 
buildings and chattel mortgages on machinery and 
equipment. Requirements for approval are similar 
to those required by mainland banks, and interest 
rates are also comparable to those of the mainland. 
The Veterans Administration has local offices in 
San Juan as do other Federal credit agencies nov 
necessarily concerned with industrial credit. Manu- 
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facturers may, of course, secure credit directly from 
mainland institutions. 


Private Investment 


Individual private investors are available as a source 
of financial assistance, either through equity partici- 
pation or purchase of special security issues. The 
securities of several older Puerto Rican companies 
are listed on the New York Stock and Curb Exchange. 


Government Development Bank for Puerto Rico. 
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LIVING CONDITIONS 





Continental personnel living in Puerto Rico find nearly all the comforts and conven- 
iences they have been accustomed to in the mainland, plus the advantage of observing 
a different culture and enjoying a spring-like climate the year round. Housing, education 
and medical facilities are modern. Recreation is widely diversified. The well-known 
brands of foods and merchandise are readily available. Modern department, food, and 
specialty stores in the major cities provide a wide range of shopping facilities. 


Climate 


Puerto Rico has a mild, uniform climate, semi- 
tropical, tempered by the trade winds. The average 
winter temperature in the coastal areas is about 75° 
and the average summer temperature is about 80°; 
temperatures in the mountainous parts of the interior 
are 5 to 10 degrees lower. Many of the residential 
suburbs of San Juan, Ponce and Mayaguez are 
located in the cool mountain foothills. Daily tem- 
perature variations are very small. 

The average rainfall varies widely depending upon 
location, from a low of 30 inches on the Southwestern 
coast to a high of 200 inches on the mountain peaks 
at the Easfern part of the Island. The prevailing 
trade winds moderate the effects of humidity, and are 
often replaced at night in the coastal regions by cool 
breezes descending from surrounding hills. 


Housing Facilities 


Modern housing provided by recent large-scale 
construction has proven very satisfactory to the con- 
tinental American residents in Puerto Rican cities 
and suburbs. These modern residences are usually 
constructed of reinforced concrete, with garages and 
detached quarters for one or two household workers. 
Plumbing and electrical equipment is comparable to 
that in the mainland. Floors are tiled throughout for 
coolness and ease of cleaning. 

In the San Juan metropolitan area, apartments in 
the central section of Santurce or houses in the near 
suburbs rent, unfurnished, from $85 to $150 per 


month, varying in accordance with size and number 
of conveniences included. More pretentious resi- 
dences, or those in especially attractive locations may 
rent from $125 to $300. Furnished residences usu- 
ally rent for $50 to $75 per month more than un- 
furnished ones. Rentals are lower in the smaller 
towns on the Island. 

Electricity for lighting, cooking and hot water will 
cost $10 to $15 per month, water $3 to $6, gas $3 
and telephone service $6 in San Juan, less in other 
towns. 

Despite the large volume of new construction, 
some time should be allowed for securing suitable 
rental accommodations, especially furnished ones. 
Houses for purchase are more readily available. 
Financing can be secured through the F. H. A. which 
has a branch office in San Juan. 


Shopping, Transportation, 
Cost of Living 


San Juan and other large towns have modern, well- 
stocked grocery stores, department stores, hardware 
stores and pharmacies, all carrying a relatively com- 
plete line of merchandise in familiar U. S. brands. 

A modern public transportation system provides 
bus service to all parts of the metropolitan area. 
Metered taxis operate at 35¢ for the first % mile, 
5¢ for each additional quarter mile. Gasoline prices 
are comparable or lower to those in most of the States. 

Prices on commodities in general may range from 
5% to 30% higher than the average on the main- 
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land. The effect on the overall cost of living is offset 
in part, however, by the lower cost of personal serv- 
ices, tropical foods and liquor, and by the fact that 
no expenditures are necessary for winter clothing 
and heating. 


Education 


A number of private schools, both sectarian and non- 
sectarian in the larger cities and towns of Puerto 
Rico conduct all classes in English. Educational 
facilities for English-speaking children are being 
provided to meet the expanded needs and every 
measure is being taken for further improvement. The 
Department of Industrial Services of the Economic 
Development Administration offers assistance to in- 
dustrial personnel in obtaining school facilities for 
their children. 

In the San Juan area, there are two non-sectarian 
schools which conduct all classes in English: St. 
John’s teaching grades from Kindergarten through 9, 
and the Commonwealth School, teaching grades 
Kindergarten through 6 in the 1953-54 school year, 
with plans to add an additional grade level each year. 
Robinson, a Methodist mission school (Kindergarten 
through 12th grade), and a number of Catholic 
parochial schools (K. through 12) teach in English. 
Ponce, Mayaguez, and Humacao also have several 
English-language schools. The grade levels of these 
schools are comparable to those in the mainland and 
children should experience no difficulty in the trans- 
fer. Tuitions are generally lower than in the States. 

Continental youngsters who have lived in Puerto 
Rico for any length of time are usually sufficiently 
fluent in Spanish to attend the regular public high 
schools. Public schools are patterned after the U. S. 
public school system, however all teaching is in 
Spanish. 

Higher education is available at the University of 
Puerto Rico, the Polytechnic Institute, and at Santa 
Maria University. Some classes are conducted in 
English, others in Spanish. The first two institutions 
are accredited by the Middle Atlantic Association of 
Colleges. 


Commonwealth School—one of the 
new facilities for children of English 


speaking personnel. 


Puerto Rico has a modern system of hospitals, both 
private and public, and a large body of physicians, 
dentists, and medical specialists —- most of whom 
have been trained in the mainland United States. The 
efforts of the U. S. Public Health Service, the Puerto 
Rico of Health, and the University 
School of Medicine have practically eliminated tropi- 
cal diseases throughout Puerto Rico. The Island's 
death rate is approximately the same as that in the 
mainland. Continental Americans do not experience 
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Recreation 


Puerto Rico has facilities for every warm-weather 
sport. In this delightful climate, such diversions as 
swimming, fishing, sailing, tennis and other favor- 
ites can be enjoyed throughout the year. 

The rapidly expanding tourist industry has placed 
a growing number of recreational facilities at the dis- 
posal not only of visitors but also of permanent resi- 
dents. These include hotels, beaches and beach clubs, 
weekend resorts, forest preserves, gambling casinos 
(strictly supervised by the Commonwealth Govern- 
ment) and historic sites. 

There are many other sources of entertainment. 
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A professional baseball league conducts a schedule 
from October to March of each year. Horse racing, 
boxing, amateur basketball and cock fighting are 
regularly scheduled. 

Modern, comfortable, air conditioned theaters 
show late releases, and concerts, recitals, ballets and 
other similar types of entertainment are popular. 
Amateur and professional plays are frequently pre- 
sented both in San Juan and at the University. Serv- 
ice and fraternal organizations, the Masons, Elks, 
Rotary, Lions, Knights of Columbus, Propeller and 
other local, national and international organizations 
form a part of Puerto Rico’s active civic and cultural 
life. 
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LAW & GOVERNMENT 





Politically and economically, Puerto Rico is a component of the United States. Puerto 
Ricans are American citizens and have been such since 1917. As a marketing and manu- 
facturing region, Puerto Rico is as much a domestic area as any state in the Union. 
The goods of trade and commerce flow between the Commonwealth and the mainland 


without tariff, exchange or legal barriers. 


Puerto Rico’s long record of stable political conditions, fiscal responsibility and 
growing democracy has been strengthened with the establishment of the Commonwealth 
under its own Constitution. This stability, combined with the applicability of the U. S. 
Constitution and legal processes, provides a security for investors unobtainable in many 


parts of the worid. 


Commonwealth Status 


Puerto Rico became a Commonwealth in July 1952, 
under a new Constitution drafted by the people of 
Puerto Rico, approved by the Congress of the United 
States and accepted by the qualified voters of Puerto 
Rico in a universal referendum. The new Common- 
wealth Constitution provides self-government as com- 
plete as that of any State. Puerto Rico has no repre- 
sentation in Congress, nor do its people participate 
in national elections, hence it is not subject to Federal 
income or other taxes. The Commonwealth is repre- 
sented in Washington by a Resident Commissioner 
who sits in the U. S. House of Representatives, but 
has no vote. Federal services, such as U. S. coin and 
legal tender, postal service and courts, extend to 
Puerto Rico. 


Political Maturity 

Puerto Rico is one of the most advanced and politi- 
cally mature areas in the Western Hemisphere. The 
Commonwealth Constitution states the basic demo- 
cratic principles to which it adheres: 

“We consider as determining factors in our life 
our citizenship of the United States of America and 
our aspiration continually to enrich our democratic 
heritage in the individual and collective enjoyment 
of its rights and privileges; our loyalty to the prin- 


ciples of the Federal Constitution . . . our fervor for 
education; our faith in justice; our devotion to the 
courageous, industrious, and peaceful way of life...” 


Legal Processes 


Puerto Rico elects its governor and members of the 
Legislature every four years by popular universal 
suffrage. The judiciary consists of a Supreme Court, 
of seven justices appointed for life, and district and 
municipal judges appointed for specific terms. There 
is a Federal District Court which functions and has 
the same jurisdiction as other United States’ courts. 
Appeals from this court, as well as from the Supreme 
Court of Puerto Rico, may be taken to the First Cir- 
cuit Court of Appeals at Boston. Thereafter, cer- 
tiorari is available to the Supreme Court of the 
United States. 


Commercial Law 


Commercial laws in Puerto Rico have been patterned 
after those of the mainland United States. The cor- 
poration law, based on the New Jersey Statute, was 
enacted in 1911. The Uniform Negotiable Instru- 
ments Act is in effect in Puerto Rico as in all other 
American jurisdictions. Laws on trusts and insur- 
ance, court procedures and rules of civil practice 
are also patterned after those in the mainland. 
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Puerto Rico Offers Incentives 
to Industry 


because rapid and intensive industrialization is 
especially important to the Commonwealth... 


Puerto Rico has always had an economy dependent 
almost entirely upon sugar, with few natural resources and 
the fastest growing population in the world. A source of 
employment for the growth of the labor force is therefore 
an important factor in its economic and industrial devel- 
opment. For this reason, the Commonwealth of Puerto 
Rico has established special programs to speed its own 
industrialization. The most important features of these 
programs are tax exemption to specified industries, and 
government agencies created specifically to assist new 
industries. 

Under the first comprehensive tax exemption act (1948) 
which allowed full exemption until 1959, partial exemption 
until 1962, 290 new factories were successfully established 
in Puerto Rico, giving direct employment to some 24,000 
workers with an annual payroll of over $20,000,000. The 
diminishing appeal of the original tax exemption act with 
its fixed date of expiration prompted the government to 
enact a new tax program. The new Industrial Incentive 
Act, which became effective in January 1954, provides 
tax exemption to new and certain designated industries for 
the first ten years of operation. The goal of this new pro- 
gram is to provide 80,000 new jobs by 1960 and a mini- 
mum income of $2,000 per year for most families. 
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TAXES 





Taxes 


The Commonwealth of Puerto Rico has legislated tax exemption for specified industries 
as a part of its program for strengthening the Island’s economy through industrialization. 
This exemption combined with Puerto Rico's freedom from Federal taxation, results in 
a completely tax-free period—unique under the American flag—for most new industrial 
operations in Puerto Rico. 

The Commonwealth has established a policy of granting tax exemption and other 
special benefits of its industrial program only for the expansion of production facilities 
required to meet an increased or newly created market, or for the establishing of a 
completely new operation. By the same policy, these benefits are denied to any indi- 
vidual or firm proposing to close a factory in the U. S. mainland in order to transfer 
it to Puerto Rico. 

Non-exempt industries find Puerto Rico’s basic tax structure similar to, but much 
more simple than those of other American jurisdictions. All taxes are levied by the Com- 


monwealth government except certain minor municipal license taxes on business and 
commerce. 


Federal Tax Provisions 


No Federal income tax is collected on income derived from sources within Puerto Rico 
by: 
(1) U.S. mainland corporations which derive at least 80% of their income from 
sources within Puerto Rico and 50% or more from the active conduct of a 
trade or business. 


(2) Puerto Rican corporations and partnerships. 
(3) Individuals residing in Puerto Rico for the whole calendar year. 
Federal inheritance and excise taxes are not levied in Puerto Rico. 


INDUSTRIAL TAX EXEMPTION follows 
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TAXES 


Puerto Rico's Tax Exemption 


Eligibility 
Manufacturers of articles which were not produced 
commercially in Puerto Rico on January 2, 1947 or 
articles specifically enumerated in the Tax Exemp- 
tion Act. (See page 68 for articles which have been 
judged eligible. Asterisks denote articles enumerated 
in the Tax Exemption Act.) 

Hotels of required size, meeting acceptable stand- 
ards of efficiency and sanitation. 


Coverage and Tenure 


The procedure for extending a grant of tax exemp- 
tion requires about 90 days, but exemption is auto- 
matically retroactive in the appropriate cases. Quali- 
fied manufacturing and hotel operations are granted 
exemption from the following: 


Corporate income tax, for a period of ten years. 


Personal income tax on dividends, or partners’ and 
proprietors’ income paid to residents of Puerto Rico, 
out of the earnings of the tax exempt business during 
its first seven years of operation. Tax exempt divi- 
dends may be paid any time within the first fifteen 
years of operation. 


Municipal licenses, for ten years. 


Real and personal property taxes, for five to ten 
years depending on the amount invested. 


Excise Procedures 


It is essential that a firm starting operations in Puerto 
Rico become familiar with the forms and procedures 
relative to excise exemptions. 

Machinery, equipment and other apparatus essen- 
tial for the establishment or the operation of an in- 
dustrial plant are exempt from excises. Non-essential 
machinery and equipment are not exempt. Sub-units 
or major features of essential machinery are also 
covered by the exemption as are the spare parts and 
accessories which are used in actual operation. 
Standard sub-units, spare parts or accessories of an 
interchangeable nature, and as such used with differ- 
ent types of machinery, are exempt only when their 
cost in Puerto Rico is over $50 per individual unit. 
Lighting equipment, wiring and certain office equip- 
ment are not exempt. 

A manufacturer securing articles which are tax 
exempt must file a record of receipt with the internal 
revenue agent at the point where they are received in 
order to obtain the exemption. 

Raw materials are not subject to excises, pro- 
vided they are processed within one year after their 
receipt. 

Manufacturers of articles subject to excise must 
file notice to the Secretary of the Treasury, and 
furnish bond to the Department of Treasury if these 
articles are to be sold in Puerto Rico. No excise is 
levied on goods produced for export. 


TAX EXEMPTION designed to attract 
EXPANSION-PLANTS 


The Commonwealth of Puerto Rico has established a policy of granting tax exemption 
and other special benefits of its industrial program only to firms who are expanding their 
existing production facilities in order to meet a measurably increased or newly created 
market, or to firms which are starting an entirely new operation. Tax exemption and other 
special benefits are denied, by this same policy, to any individual or firm proposing to close 
a factory in the mainland United States in order to transfer it to Puerto Rico. 
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Puerto Rico's Basic Tax Structure 


Income Tax 


Non-exempt corporations and individuals, subject to 
Insular taxation, still enjoy certain tax advantages, 

Puerto Rican residents or corporations are not 
subject to a second (state) income tax. 

Residents, including local people and mainlanders, 
and domestic corporations, may take credit against 
their Puerto Ricans income tax for income taxes 
which are paid outside of Puerto Rico. (See page 62.) 

Individuals who reside on the mainland are sub- 
ject to Federal taxes on their income from Puerto 
Rico but may take credit against their Federal in- 
come tax for taxes paid in Puerto Rico. 

The corporate normal tax is 20% , as compared to 
U. S. 52%. There is also a graduated surtax on in- 
come over $25,000 per annum ranging from 5% to 
20%. 

No excess profits tax is levied. 

An additional tax is levied on corporations and 
partnerships amounting to 5% of the computed 
normal and surtax. 

Individual income taxes are generally lower than 
Federal taxes (even though income-splitting is not 
permitted), being 7% on net income plus a surtax 
ranging from 5% to 72% for residents. (See page 64.) 


Property Tax 
The Insular Government collects a property tax on 
all personal and real property, based on their actual 
(1949) value determined as follows: 
Structures—76% of reproduction cost less depre- 
ciation in the case of concrete or steel structures, 
70% in the case of frame structures. 
Land—80% of actual value in the case of urban 
real estate and 70% in the case of rural land. 


Assessments are subject to review every five years. 


The rates vary in the various municipalities from a 
low of 1.36% to a high of 2.40%. 


Municipal License Tax 


This is a tax levied for the privilege of doing busi- 
ness. The rate varies in each municipality according 
to the nature and the volume of business of each 
concern. Thus in San Juan this tax on industrial 
establishments varies from $1.00 per annum for 
each $1,000 or fraction thereof, in excess of $500 
of annual volume of business up to $100,000 in- 
clusive—to $2.00 per annum for each $1,000 or 
fraction thereof in excess of the first $1,000,000 
volume of business. License taxes are lower in other 
municipalities of the Island. 


Excise Taxes 


Ad valorem or specific taxes are collected on cer- 
tain products such as liquor, tobacco products, luxury 
items such as jewelry and electrical apparatus (which 
includes any machinery moved by electricity), and 
certain others. 

Any individual or firm moving to Puerto Rico 
must pay not only the license and excise tax on any 
motor vehicle, but also on jewelry, electric appli- 
ances and other specified items which are brought 
to the Island. (See page 67.) 

Shipments of taxable merchandise outside Puerto 
Rico do not constitute sales in Puerto Rico, regard- 
less of the terms of the sale contract, but it is the duty 
of the exporter to file with the Secretary of the Treas- 
ury of the Commonwealth such shipping documents 
as shall unquestionably show that the taxable mer- 
chandise has been shipped outside of Puerto Rico. 
The procedure for the exportation of merchandise 
manufactured in Puerto Rico must be followed at all 
times. 
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SPECIAL INCENTIVES 





Puerto Rico’s industrial experience of the past several years has indicated the desirabil- 
ity of greater dispersion of plant locations within the Commonwealth, as well as a 
growing need for the specific types of industry essential to a well integrated industrial 
community. To attract those industries most beneficial to the Commonwealth economy, 
the Puerto Rico Industrial Development Company has initiated a program of special 


incentives. 


The Special Incentives 

The incentives are, in most cases, the granting of 
free rent for the first year of operation (in the case 
of building leased from private parties, the amount 
of the rent will be reimbursed by PRIDCO); and 
financial assistance in the development of supervisory 
personnel. (See page 13 for details of the supervisor 
training program. ) 

There are minimum requirements as to employ- 
ment, investment, and economic stability which must 
be met before a firm may be considered eligible for 
the program, as well as maximum limits on the total 
benefits granted to any one firm. 


Eligible Industries 


Firms locating in “fringe” areas 

Fifty of Puerto Rico’s 77 municipalities are still in- 
dustrially undeveloped and seriously need the source 
of employment created by new factories. Any new 
industrial firm locating in any of these “fringe” areas 
is eligible for PRIDCO Locational incentives in rent 
and personnel training. 

“Core industries” 

In determining eligibility for the special incentives, 
a “core industry” is defined as a firm prepared to 
supply essential goods or services, which for sound 
operation must be available from a local source, to 
a number of manufacturers in Puerto Rico. For 
example: a manufacturer of metal or plastic com- 
ponent parts or a tool and die shop may be con- 
sidered for “core industry” incentives. These include 


Banco Popular building in central Santurce— 


main offices of the E.D.A. and PRIDCO. 


free rent, personnel training, and 50% reimburse- 
ment of ocean freight costs for shipping essential 
machinery and equipment. 


Processors of local raw materials 

and agricultural products 

The utilization of local raw materials and agricultural 
produce is of obvious importance to the Island. Bene- 
fits offered to processing operations will conform in 
general to those established for Locational and Core 
industries; however, assistance granted is determined 
on an individual basis. 


“Large-employment” plants 

In consideration of Puerto Rico's large labor force, 
industrial operations which will employ 500 or more 
workers are especially important, and are eligible for 
PRIDCO assistance. Benefits offered to large-employ- 
ment plants include free rent and personnel training. 
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SPECIAL ASSISTANCE 





The Economic Development Administration is an agency of the Commonwealth Gov- 
ernment, created in the specific interest of promoting the industrialization of Puerto 
Rico. Working in close coordination with the Puerto Rico Industrial Development Com- 
pany, which offers building and special incentives to manufacturers (See pages 21 and 
38 for details), and the Government Development Bank for Puerto Rico (See page 25), 
the Development Administration offers many special services of benefit to manufac- 
turers and general assistance to incoming firms. 


The Department of Industrial Promotion 
is the agency entrusted with working initial contracts 
with manufacturers in the mainland. 

Through its mainland offices located at New York, 
Chicago and Les Angeles, it brings to the attention of 
industrialists the incentives and advantages offered 
by Puerto Rico as a logical site for expansion of their 
industries. The abundant supply of labor available, 
transportation facilities, the proximity of Puerto 
Rico to Central and South American markets and the 
tax exemption program are fully explained. Indus- 
trialists are informed at length as to the advantages 
in a Puerto Rican operation and of conditions pre- 
vailing in the Island that may be of interest to their 
particular type of enterprise. The mainland offices 
also undertake the necessary preliminary investiga- 
uons on manufacturers who are interested in starting 
operations in Puerto Rico. 

The San Juan office staff provides visiting industri- 
alists with general information concerning the indus- 
trialization program and arranges for inspection tours 
of plants in operation to supplement the information 
given. This office also sees to it that appointments 
and schedules with the appropriate agencies be made 
for specific and detailed data regarding the selection 
of factory sites, lease contract agreements, options to 
lease buildings, and tax exemption 
procedures, financial and technical assistance and 
other facilities offered by the Commonwealth of 
Puerto Rico to expanding industries. This office 
functions as a complement to the mainland offices in 
promoting new industries for Puerte Rico. 


The Office of Economic Research wil! pre- 
pare, upon request, accurate and up-to-date infor- 
mation about local market conditions, availability of 
raw materials, and sources of supply for intermediate 
goods needed for manufacture in Puerto Rico. Its 
Transport Economics Section will analyze rate prob- 
lems and related subjects in the field of transporta- 
tion, covering local transportation within Puerto 
Rico, inbound and outbound air and marine trans- 
portation with the continent and other areas, and 
related transportation costs within the mainland U. S. 
The Office is prepared to analyze exhaustively the 
feasibility of manufacturing operations which appear 
likely to succeed but for which a more detailed ex- 
amination appears desirable. The Office has exten- 
sive files and library material covering most phases 
of Puerto Rican business and government operations, 
which are available in part for public use. 


The Department of Industrial Services offers 
general and technical assistance to manufacturing 
firms established in Puerto Rico. The Department 
consists of five sections—Training, Special Services, 
and three technical units. 

The Training Section assists new firms, and other 
government agencies in preparing basic labor train- 
ing programs suited to the needs of an industrial 
community, and also conducts an extensive program 
for the training of supervisory and managerial per- 
sonnel to fill positions in Puerto Rican industry. 

The Special Services Section, in cooperation with 
appropriate agencies, assists industrialists in the pro- 
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curement of personnel and public utilities for their 
plants, and in obtaining learner's permits, training 
assistance, military deferment for key personnel, and 
similar needs. This Section also offers orientation in 
regard to Puerto Rican labor legislation, Federal 
Wage and Hour dispositions, State Insurance Fund 
and Social Security regulations, labor conditions, 
cost of living, and other local conditions affecting the 
operation of an industrial firm in Puerto Rico. In 
addition, Special Services assists management per- 
sonnel in obtaining housing, school facilities, tele- 
phone service, drivers’ licenses, and similar personal 
facilities. 

The Industrial Engineering Section will, upon re- 
quest, assist a Puerto Rican manufacturer in the 
preparation of plant layouts, operation flow charts, 
machinery and equipment design and specifications, 
quality and cost control, time and motion studies, 
and similar technical data. When necessary, this Sec- 
tion will make recommendations for the technical 
engineering measures necessary to the solution of 
operational difficulties. Industrial Engineering is also 
responsible for the training of additional industrial 
engineering personnel to fill the ranks of private 
industry. 

The Industrial Management Section submits, upon 
request, recommendations to Puerto Rican firms re- 
garding industrial relations, plant organization, job 
evaluation, work simplification, factory budgets, 
manufacturing costs, production and quality control, 
marketing, and related problems, indicating the meas- 
ures necessary for their solution. 

The department has under contract top-level main- 
land consulting engineering firms who assist in the 
work of the Industrial Management and Industrial 
Engineering Sections. 

The Survey and Technical Information Sectioncol- 
lects information and makes survey and plant studies, 
in order to ascertain any difficulties which may affect 
a manufacturing operation. If a problem is encoun- 
tered, it is referred to either the Industrial Engi- 
neering or the Industrial Management Section for 
recommendations for its solution. The Technical In- 
formation Unit also edits and publishes technical 


bulletins, which are distributed to manufacturers. 
dealing with specific industrial subjects, such as labor 
turnover and absenteeism, general labor conditions, 
unions and personnel laws and regulations. 


The Division of Agricultural Industries 
acts as a liaison agency for agricultural industries. 
including packing and processing operations con- 
cerned with agricultural produce, livestock or poul- 
try and related products, in obtaining the services and 
assistance available to manufacturing operations 
through the Administration and other government 
agencies. 


The Office of Public Relations conducts an in- 
tensive program of industrial education for the people 
of Puerto Rico to impress upon them the importance 
of the industrialization and of their jobs to themselves 
and to the Commonwealth. The program is designed 
to minimize labor turnover, tardiness, and absentee- 
ism, and to promote a greater “industrial-conscious- 
ness” in Puerto Rico. 


Ponce de Leon Avenue, 
main street of the metr itan area. 
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LABOR FORCE COMPOSITION 
WORKMEN’S COMPENSATION 

COURSES RELATED TO INDUSTRY 

OCEAN SERVICE 

OCEAN FREIGHT RATES 

AIR SERVICE 

AIR CARGO RATES 

SELECTED SHIPMENTS FROM THE U.S. 
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WATER CHARACTERISTICS 
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INDUSTRIAL TAX EXEMPTION 

INCOME TAX RATES 
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170 MINIMUM WAGES FOR PUERTO RICO AND VIRGIN ISLANDS 


EXHIBITS 


LABOR FORCE COMPOSITION 


Industry, Employment Status and Sex, Quarterly Averages for 1952-53 
(Thousands of persons—figures may not equal totals because of rounding) 





Both Sexes Male 





BY INDUSTRY 
Total Labor Force 





Employed 





Agriculture 
Forestry and fishing 
Manufacturing 
Sugar mills 
Home needlework 
Factory needlework 
Other manufacturing 
industries 
Construction 
Trade 
Finance, insurance and 
real estate 
Transportation, communication 
and other public utilities 
Service industries 


Government 





Unemployed 





BY HOURS WORKED 
Total Labor Force 





Employed 35 hours or more per week 
Employed less than 35 hours per week 
Employed but not working 
Unemployed 





* Less than 2,000 
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WORKMEN’S COMPENSATION INSURANCE PREMIUMS 


For Selected Industries 


The following rates are determined annually, based on industrial experience in Puerto Rico. In 
certain cases, the establishment of a new large firm with modern equipment could substantially 
change the experience record and reduce the premiums of the entire industry. 





Insurance Premium 


industry or Occupation pur $100 Poyrot 


Insurance Premium 


Industry or Occupation per $100 Payroll 





Acids, oxygen and hydrogen and gas acetylene $3.40 


Artificial flowers 

Bags, coconut fiber 

Beer and carbonated beverages 
Brooms, brushes and fiber products 
Buttons 


Cigars and cigarettes 

Confectionery 

Cotton ginning 

Distilleries, rum 

Drugs, essential oils, medicinal extracts and 


Embroidery, lacing, knitting 
Fertilizers, soaps, vegetable oils 
Fishing rods and fishing apparel! 


Jewelry, including expansion bracelets 
Leather products 

Macaroni and noodle factories 
Machine shops, including foundries 


Metal furniture 
Metal products . . 
Mica products 
Optical products .... 


Paperboard and paper bags. . 
Plastic products 
Porcelain and chinaware 


Radios, assembling of 
Rayon and nylon cloth 


Tin and manufacturing . ; 
Trunks, suitcases and cigar boxes 
Zipper and other metal pressure clasps 





70428—56——-12 
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EXHIBITS 


COURSES RELATED TO INDUSTRY 


offered by the vocational schools and University of Puerto Rico 


Typical Courses in Accelerated Industrial Training Program 


. Machine Embroidery 15. Stitchers (Leather Goods) 
Hosiery Knitting (Full-fashioned ) 16. Springmakers (Bedsprings ) 

. Hosiery Seaming 17. Mattressmakers 

. Knitgoods Inspectors 18. Optical Framemakers 

Hand Stitchers ( Baseballs ) 19. Jewelry Assemblers 

Lacers (Billfolds ) 20. Coilmakers (Electronics ) 

. Stitchers (Shoes ) . Cutters (Garments ) 

. Cordé Machine Operators . Weavers (Rugs and Textiles) 
. Loopers and Seamers (Sweaters) . Cigarmaking 

. Molders and Finishers (Plastic Dinnerware ) . Springmakers (Automotive ) 

. Stitchers and Finishers (Girdles) . Hatmakers 

. Loopers (Girdles) . Silk Screen Printing (Textiles) 
. Stitchers (Brassieres ) . Dyers (Textiles) 

. Assemblers and Finishers (Plastic Toys) . Grinders and Buffers (Machine Components) 
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Trade Training Offered in the Vocational Schools 


Aircraft Mechanics 15. Electric Motor and Power Wiring 
Aicraft Engine Mechanics 16. Furniture Making 

. Auto Mechanics . Furniture Upholstering 
Autobody Repair & Painting . Machine Shop 

. Baking and Pastry . Ornamental Iron Work 

. Carpentry and Millwork . Plumbing and Pipe Fitting 
Commercial Art . Power Sewing 

Commercial Cooking . Practical Nursing 

. Construction Carpentry . Printing and Linotype 

. Construction Drafting . Radio Repair 

. Cosmetology . Refrigeration and Air Conditioning 
. Diesel Mechanics . Television Repair 

. Dressmaking . Tool and Die Making 

. Electric Wiring (Residential) . Watch Repairing 
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COURSES AT THE COLLEGE LEVEL (four year courses) 


College of Engineering College of Business Administration School of Public Administration 
Mechanical Engineering Management College Bargaining 
Electrical Engineering Personnel Administration Finance Administration 
Civil Engineering Industrial Relations Labor Relations 
Chemical Engineering Cost Accounting Planning 

Marketing Labor and Public Policy 
Accounting Administration Analysis 
Money and Banking 

Business Finance 

Economics 
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OCEAN SERVICE TO AND FROM PUERTO RICO 
Between U. S. Mainland and PUERTO RICO 





Port of Call 


Sailings To P. R. 


Sailings from P. R. 


Company 





New York 
New York 
Baltimore 
Baltimore 
Philadelphia 
Jacksonville 
Savannah 
Norfolk 
Mobile 

New Orleans 
Lake Charles 
Houston 
Galveston 

Los Angeles 
San Francisco 
Oakland, Alameda 
Portland 


two per week 
weekly 

weekly 

weekly 

weekly 

every three weeks 
every three weeks 
every three weeks 
two per week 

two per week 
weekiy 

weekly 

weekly 

weekly 

weekly 

weekly 

weekly 


two per week 


weekly 
weekly 
every three weeks 
every three weeks 
weekly 
weekly 
weekly 
weekly 
weekly 
weekly 
weekly 
weekly 


weekly 


Bull Insular Line 
Alcoa SS. Co., Inc. 
Bull Insular Line 
Alcoa SS. Co., Inc. 
Bull Insular Line 
Bull Insular Line 
Bull Insular Line 
Alcoa SS. Co., Inc. 
Waterman SS. Corp. 
and Alcoa SS. Co. 
Lykes Lines 

Lykes Lines 

Lykes Lines 


Pope & Talbot, Inc. 
and Waterman SS. 
\ Corp. 





Between Foreign Countries and PUERTO RICO 


Direct shipping service between the following areas and Puerto Rico is available on schedules 
ranging from one to 13 sailings per month. 


Canada 


Dominican Republic 


Haiti 


Jamaica 


Mexico 


Trinidad 
Curacao 
Aruba 
Venezuela 
Colombia 
Panama 
British Guiana 


Spain 

Portugal 
France 
Germany 

Low Countries 
England 

India 

South Africa 
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TYPICAL OCEAN FREIGHT RATES 


In accordance with standard overseas shipping practice, where optional weight or measurement raies are given 
for an article, the rate yielding the greater revenue to the carrier will be assessed. All rates include landing or 
wharfage charges for San Juan; these charges vary slightly at other Puerto Rican ports. 


A. — From U. S. Atlantic and Gulf Ports TO PUERTO RICO 





Commodity Per Cu. Ft. Per Cwt. Commodity Per Cu. Ft. Per Cw. 





Acid, acetic (glacial ) Leather, sole, in bales or bundles . - $1.65 
hydrochloric, hydrofluoric, Machinery, n.o.s.............. $.52 1.24 
lactic, muriatic, Malt, liquors, canned or bottled.. — 97 
salicylic, sulphuric . Milk, evaporated unsweetened... — 97 

Aluminum, sheets, aluminumware . Oil, lubricating, machine metal 

Aluminum, ingot . cutting, palm, paraffin, whale.. .45 

Paper and paper articles 
Boxes, k.d. or set up, and 


ee re eee 
Cans, tin, empty, k.d........... 


Cotton piece goods, cotton 


Cotton, raw, compressed in bales . 


and material, n.o.s. .... 
Feeds, prepared and mixed 
Fibre, jute and sisal 
Glass, optical, rough or pressing. . 
Hides, dry, in bales 
Household effects 
Iron and steel, bars, coiled 
Plates, n.o.s. and sheets, 


Leather and leather goods, n.o.s. . . 
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B. — FROM PUERTO RICO To U. S. Atlantic and Gulf Ports 





Commodity Per Cu. Ft. Per Cwt. 


Commodity Per Cu. Ft. Per Cwt. 





Baseballs, finished $1.21 
Baseballs, (toy or carnival) : 1.07 
Brassieres - 
Buttons d 81 
Cases, eye-glass, leather or 

imitation J 1,07 
Cigars and cigarettes 3 Lane 
Coir and Sisal products (including 

yarns, cloth, fenders, and 

bumpers ) 
Confectionery 
Covers, seat or cushion 
Dolls 


Flowers, artificial 
Fruit, canned or bottled 


$1.45 


> 1.27% 
Leather and leather goods,n.o.s...  . 98 


Molasses, or black strap in barrels 38% 
Molasses, dehydrated, animal feed 
-70% 


Paperboard, in rolls 36 
Plastic products (toys and 

novelties ) , 69 
Polystyrene products : - 


Tarpaulins, tents and canvas bags. . 98 





Cc. — FROM PUERTO RICO To US. Pacific Coast Ports 


(For shipments to P. R. add one cent per cubic foot 
or 2% cents per 100 pounds for additional landing charges. ) 





Commodity Per Cu. Ft. Per Cwt. 


Commodity Per Cu. Ft. Per Cwt. 





Aluminum or aluminum articles.. $.65 
Clothing, GONBS cass SS ieee st 90 
Drugs, medicines, n.0.s., not 

including perfume 


$1.55"% 
1.79% 


Electrical equipment, or parts 
Iron or steel articles 


Iron or steel, not frabricated, 
ROM: ¢eurnnieretemaers 47 


Structural steel, fabricated or 


$1.45% 
Paints, paint materials and 


1.52% 
Potash, n.o.s., (in bulk, in 
minimum lots of 250 net tons) . 
Radios, n.o.s. or parts 
eT ae ere 84 
Soda carbonate of, Caustic, 
Silicate of, Sal Soda, 


92% 


2.03% 


1.05% 
Toys, including children’s 
vehicles, 0.0.8. .. 5.46%... 1.52% 


1.75% 
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AIR SERVICE TO AND FROM PUERTO RICO 
Between U. S. Mainland and PUERTO RICO 





Place To P.R. From P. R. Airline 





New York 21 per week 21 per week Eastern 
28 per week 31 per week Pan American 
7 per week' 7 per week' Riddle 


14 per week 14 per week Eastern 
15 per week 14 per week Pan American 
7 per week’ 7 per week’ Riddle 


Tampa, Florida 14 per week 14 per week Eastern 
Atlanta, Georgia 14 per week 14 per week Eastern 
Louisville, Ky. - 14 per week Eastern 
Chicago, Illinois 14 per week 14 per week Eastern 
Chicago, Illinois 4 per week 4 per week Chicago & Southern 
New Orleans 4 per week 4 per week Chicago & Southern 
Memphis 4 per week 4 per week Chicago & Southern 
St. Louis 4 per week 4 per week Chicago & Southern 





‘Cargo only. 


Between Foreign Countries and PUERTO RICO 
Six airlines link Puerto Rico directly to the following areas on schedules ranging from 3 to 21 flights per week. 





Caribbean South America Other Areas 





Antigua Curacao Bermuda 
Barbados Caracas, Venezuela Madrid 
Trinidad Georgetown, B.G. 

Haiti Paramaribo, D.G. 

Camagiiey, Cuba Cayenne, F.G. 

Montego Bay, Jamaica Belem, Brazil 

Kingston, Jamaica Sao Paulo, Brazil 

Ciudad Trujillo, D.R. Rio de Janeiro, Brazil 

Barahona, D.R. Porto Alegre, Brazil 

St. Thomas, V.I. Montevideo, Uruguay 

St. Croix, V.1. Buenos Aires, Argentina 

Pointe a Pitre, Guadaloupe 

Fort de France, Martinique 

St. Lucia, B.W.L. 
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TYPICAL AIR CARGO RATES 
Between New York, Miami, and PUERTO RICO 





RATE PER LB. RATE PER 100 LBS. 
Less Than Minimum Weight in Pounds 
100 Lbs. 100-2999 3000-9999 Over 10,000 





General Commodity Rate: 


From New York to Puerto Rico 
From Miami to Puerto Rico 
From Puerto Rico to New York 
From Puerto Rico to Miami 


Selected Specific Commodity Rates: 

Needlework and needlework supplies; plastic, finished; 
supplies and equipment; printed matter, including 
books, magazines, newspapers and periodicals; shoes, 
and leather goods; floral and/or nursery stock; furni- 
ture; herbs and/or leaves and products thereof; jal- 
ousies, metal forms and fittings; glassware and pottery; 
liquors; medicines and drugs; novelties; piece goods; 
processed foods; rubber goods; radio and electronic 
equipment. 

From New York to Puerto Rico 

From Miami to Puerto Rico 

From Puerto Rico to New York 

From Puerto Rico to Miami 


Tubes; radio, television, electronic; china; glass; 
glassware. 


From New York to Puerto Rico .22 18.00 15.00 
From Miami to Puerto Rico 1S 12.00 10.00 
From Puerto Rico to New York 21 17.00 15.00 
From Puerto Rico to Miami 15 12.00 10.00 





Notes: |. For shipments of a bulky nature, the practice is to consider 250 cubic inches 
as equivalent to one pound. 
2. Minimum charge per shipment: Between New York and Puerto Rico $4.00; 
between Miami and Puerto Rico—$3.00. 





178 MINIMUM WAGES FOR PUERTO RICO AND VIRGIN ISLANDS 


EXHIBITS 


SELECTED SHIPMENTS FROM MAINLAND 
UNITED STATES TO PUERTO RICO 


Fiscal year ended June 30, 1953 


Value of Value of 
Products Shipments Shipments 


Animal and Animal Products, Edible... $47,810,041 $22,404,979 
Meat Products 19,931,957 i 6,856,793 
Beef and veal, fresh or frozen 2,620,485 3,679,820 
Hams and shoulders, cured 3,811,077 i 2,176,032 
Other pork, fresh or frozen 2,323,576 1,503,788 

Pork, n.e.g., (except canned ) 3,103,394 
Sausage, bologna, frankfurters, 10,823,841 
1,044,525 

1,389,819 
Other meat products and animal. .. . 4,212,297 ee alae 
Animal oils and fats, edible 5,611,763 19,012,810 

5,611,763 5 

16,457,043 

Evaporated milk, unsweetened 3,949,256 
Dried Whole milk 7,860,632 $84,154,812 
4,647,155 j j “42,348,380 

1,495,305 ~ 

Other animal and animal product edible 4,313,973 illed ri 30,339,713 
5,865,539 
Animal and Animal Products, inedible . $20,912,443 serene 
Leather and leather manufactures “19,518,596 Other grains and preperations 3,721,584 
Vilbbuwar ceullh Moomnents Mixed dairy and poultry feeds 7,630,744 
infants’ ) 15,746,562 i 16,692,853 
Other leather and leather manufactures. 3,772,034 i i 5,580,294 
Other animal and animal products. 1,342,148 


79,987 
Synthetic fibers and manufactures 21,931,529 9,690,424 


Other textile fibers and manufactures... 10,759,535 6,313,547 


10,674,273 
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Value of Value of 
Products Shipments Products Shipments 


Vegetable Food Products and Beverages (continued) Metals and Manufactures, Except 

$ 5,265,510 $28,637,856 
Other vegetables, food products Steel mill products "7,455,282 
sens, 178 Concrete reinforced bars 1,841,996 
Other steel mill products 5,613,286 
Metal manufactures 18,116,724 
Copper and manufactures 1,042,861 

Other metals and manufactures, except 


Vegetable Products, inedible, Except 
Fiber and Woods $13,083,916 
ao 


Rubber and manufactures 5,720,520 
Truck and bus casings and tires 1,289,386 
Other rubber and manufactures.... 4,431,134 15,506,038 


6,384,420 Other automobile parts and accessories. 2,861,094 
978,976 Other machinery and vehicles 24,727,327 


2,022,989 


Textile Fibers and Manufactures $76,559,512 

Conenaietainenatin “39,703,494 494 Chemical and Related Products $30,747,891 

1,302,237 Medicinal and pharmaceutical 
preparations 7,738,357 
sacl 6,789,630 
Industrial chemicals 1,979,765 
Fertilizers and fertilizer material 4,816,844 
Pigments, paints and varnishes 4,542,211 
Soap and toilet preparations 4,371,695 
Other chemicals and related products. . 509,389 


Machinery and Vehicles $71,355,411 
SSS 
Electrical machinery and apparatus... 21,593,076 
2,649,966 
988,287 
17,954,823 

Automobile, trucks, buses and 


trailers, accessories and service 


$27,145,528 


Motor trucks, busses & chassis 6,667,876 pep anaes OE, on 

Aviation motor fuel and lubricating oil. 2,350,645 Toys; athletic and sporting goods 2,461,186 
AT08.165 Books, maps, pictures and printed 

Other petroleum and products 3,471,729 2,089,220 

Glass and glass products 2,433,221 i 21,686,140 

Clay and clay products 2,652,317 

Other non-metallic minerals 5,344,857 





$452,255,594 
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ELECTRIC POWER RATES 


of the Puerto Rico Water Resources Authority, San Juan, P. R. The Authority operates 
under regulations comparable to those prevailing for modern public utilities throughout 


the mainland. 


Power Delivery and Electric Equipment 


Power is provided to industrial customers through a 
single point of delivery. Meters are provided by the Au- 
thority. Lines, substations, and other electrical equip- 
ment from the point of delivery are supplied by the 
customer. The Authority may rent transformers to the 
customer at a monthly rental of 1% of their cost, how- 
ever the customer must agree to install his own trans- 
former within a year after service is connected. All other 
installation facilities are provided by the customer at his 
own cost. 


Connected Load and Demand 


The “connected load,” used in computing rate schedules, 
is based on the manufacturers rated capacity of machines 
and lighting equipment, plus 100W each for empty 
sockets. When the actual demand of the apparatus is 
more than 10% above the rated capacity, the “connected 
load” shall be the average actual power used during the 
maximum 15-minute period of operation for the month. 
When the demand of the apparatus is 10% or more be- 
low the rated capacity, the connected load shall be the 
rated capacity, unless the customer installs power-factor 
corrective apparatus insuring at least 85% power-factor 
for the installation. In the latter case, the connected load 
shall be the actual power used during the maximum 15- 
minute period. 

The Authority regulations specify the same limitations 
on starting current for motors as the National Electric 
Code, and requires that fluorescent lighting with trans- 


formers totaling 1 KVA or more must be equipped with 
condensers to maintain at least 85% power-factor. 


Fuel Adjustments 


All of the following rates are subject to a Fuel Adjustment 
Clause which automatically allows for changes in the 
price of fuel oil. 

Secondary rates, CS and SP8, are adjusted upward 
for any rise over $2.00 per barrel in the price of fuel oi! 
or downward for any fall in price below $1.60 to $1.00 
per barrel, by an adjustment factor which in October 
1953 was .00200¢ per KWH per each one cent of change. 
The primary distribution rate (LP 14) is adjusted for any 
change above or below $2.00 per barrel for oil, by a fac- 
tor which in October 1953 was .00184¢ per KWH per 
each one cent of change. Secondary transmission rates, 
LP16 and LP17, are adjusted for any change above or 
below $2.00 per barrel for oil, by a factor which in 
October 1953 was .00173¢ per KWH per each one cent 
of change in price. Oil prices in San Juan in October 1953 
were $2.261 per barrel, thus yielding actual adjustments 
of .000522¢ per KWH for secondary distribution, 
.000481¢ per KWH for primary distribution, and 
.000451 per KWH for secondary transmission. The ad- 
justment factors are subject to change, but the Authority 
anticipates only slight variations. 

The economic feasibility of LP 14 as against a combi- 
nation of CS and SP8 may be determined by comparing 
the minimum monthly LP14 charge of $150 and the C5 
and SP8 charges on your estimated demand and con- 
sumption. 
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Rates and Rate Structure 
CS and SP8—Secondary Distribution power, suitable to 
light manufacturing. 

C5 and SP8 must be used in conjunction as SP8 power 
cannot be used for lighting. They are supplied in single 
phase or three phase, at the option of the Authority, 
at voltages of 115, 208, or 230 volts. 

C5—General commercial and industrial light and power. 


5.5¢ per KWH for first 120 KWH per month 
per KW of connected load. 


4.5¢ per KWH for next 60 KWH per month 
per KW of connected load. 


2.9¢ per KWH for next 60 KWH per month 
per KW of connected load. 


2.0¢ per KWH for all additional energy. 


Minimum Bill: 
$1.00 per month per KW of connected load. 


SP8—General industrial power, except lighting 


3.25¢ per KWH for first 100 KWH per month 
per HP of connected load. 


2.50¢ per KWH for next 100 KWH per month 
per HP of connected load. 


2.25¢ per KWH for next 100 KWH per month 
per KW of connected load. 


1.75¢ per KWH for all additional energy. 


EXHIBITS 


first }OHP; $0.50 per HP for second 1O0HP; $0.35 
per HP thereafter. 


All current supplied in Puerto Rico is 60-cycle alternating single 
phase or three phase. Single phase is available only on C5 and SP8. 


LP14 (Primary distribution), LP 16 and LP17 (Secon- 


dary transmission) are used for higher demand, LP 14 
is available throughout the Island in voltages from 
2300 to 8000 volts. LP16 and LP17 are available at 
22,000 and 38,000 volts within reasonable distance of 
the high tension transmission grid. LP16 requires a 
demand of 250KVA and LP17 a demand of SOOKVA. 
LP14, LP16, and LP17 are furnished only on a one 
year contract, which is thereafter subject to termina- 
tion on 60 days notice by either party. 


Cost per KWH per KVA 
per month LP14' LPI6 LPI7 
First 100 KWH/KVA 2.35¢ 1:15¢ Ye 
Second 100 KWH/KVA 1.55 1.15 9 
Third 100 KWH/KVA 1.55 1.15 6 
All additional power 75 75 6 
Demand charge 
per KVA? 1.35 1.35? 1.35? 
Minimum monthly 
bill 150.00 337.00 675.00 





$0.75 per month per HP of connected load for 


? LP14 is also available to large commercial users whose demand 
is 50% or more for air conditioning. 

® Based on actual peak 15-minute demand, or 60% of highest 
maximum demand in preceding 12 months, whichever is higher. 

> $1.00 for industries whose demand is 20% or more for air 
conditioniny,. 

* Amount shown, or $1.35 time 60% of highest maximum de- 
mand in previous 12 months, whichever is higher. 
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NORMAL RELATIVE HUMIDITY (by percentage) 











WATER 





Municipality 





Aguadilla, Filter Plant 
Arecibo, Filter Plant 
Cabo Rojo, Deep Well 
Caguas, Filter Plant 
Cayey, Chem. Treatment 
Coamo, Filter Plant 
Dorado, Deep Well 
Fajardo, Chem. Treatment 
Guayama, Filter Plant 
Humacao, Filter Plant 
Juncos, Filter Plant 
Manati, Well 
Mayaguez, Filter Plant 
Naguabo, Filter Plant 
Ponce 

San German, Filter Plant 
San Juan, Filter Plant 

San Lorenzo, Chem. Treat. 
Yauco, Chemical Treatment 








MINIMUM WAGES FOR PUERTO RICO AND VIRGIN ISLANDS 183 


EXHIBITS 


TEMPERATURE AND PRECIPITATION 
Annual and Monthly Averages for Selected Puerto Rican Localities 





Elevation Years of 
in Feet Record 


TEMPERATURE 
Mean Mean Mean 
Annual ~—s January July 


PRECIPITATION 


Mean Highest Lowest 
Annual Month inches Month inches 





North Coastal Region 
Canévanas 30 
Rio Piedras 75 
San Juan 46 
Manati* 250 
Arecibo 15 
Isabela 


East Coastal Region 
Fajardo 
Humacao 


South Coastal Region 
Aguirre 50 
Guayama 195 
Ponce 35 
San German 


West Coastal Region 
Mayaguez 80 33 


Central and Mountain Region 
Caguas 
Cidra 
Cayey 
Corozal 
Lares 


Puerto Rico 





76.0 








*Data for Manati for 1950, all other stations 1952. 
Source: U. S. Weather Bureau, San Juan, P. R. 
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INDUSTRIAL TAX EXEMPTION 


United States mainland or Puerto Rican residents, including corporations, may start new 
manufacturing operations or expand existing ones in Puerto Rico which may be operated 
entirely free of federal taxes (except for excises on taxable goods transported to the main- 
land) and freed from the majority of Puerto Rican taxes under the Commonwealth’s 


Industrial Incentive Act of 1954. 


American industry has grown at the rate of over 25 billion dollars per annum for 
the past several years. Puerto Rico, as a part of the American economy, is entitled to a 
share in this growth and since 1948 has offered—as have many other American juris- 
dictions—tax incentives and special services to induce the establishment of industries in 


the Commonwealth. 


1. What is the basis for the tax exemption in- 
centives which Puerto Rico offers to new indus- 
trial firms? 

Act No. 6, the Industrial Incentives Act of 1954, 
as approved December 15, 1953 by the Legislature 
of Puerto Rico. The 1954 Act supercedes Act No. 
184, the Industrial Tax Exemption Act of 1948, as 
amended. The new tax Act provides a standard period 
of exemption effective from the commencement of 
industrial operations, as contrasted to the fixed date 
of expiration (1962) provided by the 1948 Act. 

Exemptions already granted and petitions filed 
before the 1954 Act became ‘effective on January 
1, 1954, are governed by the terms of the 1948 Act. 
However, petitions for coverage under the 1954 Act 
are available in some cases. (See question No. 18, 
page 60.) 


2. What taxes does this exemption include? 


Income taxes on income derived in Puerto Rico 
from the operation of the industry. This exemption 
includes not only the tax on the individual, corporate 
or partnership income, but also the tax on the divi- 
dend or profit distribution made to residents of Puerto 


Rico or to those non-residents who are not required 
to pay any taxes outside of Puerto Rico on their in- 
come derived in Puerto Rico. It also includes income 
received from the lease of real property constructed 
or installed for an exempt industry. 

Property taxes, insular and municipal, on property 
employed in the development, organization, construc- 
tion, establishment and operation of the industry. 
Title to the property must, of course, be held by the 
industry. 

Real and personal property constructed or installed 
for lease to an exempt industry is also exempt from 
property taxes while it is used for the organization, 
establishment, or operation of the exempt industry. 

Municipal taxes such as license fees, excises or 
other business taxes levied by the municipalities of 
Puerto Rico. 


In addition, the following tax exemptions are avail- 
able by separate legislation in Puerto Rico: 

Excise taxes on machinery, apparatus and equip- 
ment essential to the establishment and operation of 
industrial plants. 

Property taxes on personal property brought to 
Puerto Rico to be processed or assembled and then 
shipped outside the Island. 
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Property taxes on products improved through ag- 
ing and stored for such purpose. 

Property taxes on raw materials used for manu- 
facturing while the materials are in the hands of the 
producer or importer of the raw material, the pro- 
ducer of the finished goods, or the intermediate 
distributor who may have it for sale to the producer 
of the finished article. 

Excise taxes on goods normally subject to the tax 
when the goods are transferred from one manufac- 
turer to another or when transferred to a shipping 
agent for export, as well as on the raw materials used 
to produce them or to produce any other article of 
commerce. 

Excise taxes on industrial safety equipment. 


3. For what period of time is the Puerto Rican 
tax exemption effective? 


Income tax and municipal license tax exemptions 
are effective for a period of ten years commencing on 
the date when the tax exempt industry starts its opera- 
tions. Dividends paid to residents of Puerto Rico out 
of the earnings of the first seven years of operation are 
exempt if paid within the first fifteen years. In the case 
of real and personal property, machinery and equip- 
ment, the period varies from five to ten years, depend- 
ing on the amount of investment. Exemption from 
property taxes becomes effective on the first of Janu- 
ary preceding initial operations as regards property 
then owned by the tax exempt business, and on Janu- 
ary Ist next following initial operations as regards 
property acquired after start of operations. 


4. What industries are eligible for tax exemp- 
tion? 

Any firm which will start the production in Puerto 
Rico, on a commercial scale, of a manufactured prod- 
uct which was not produced on a commercial scale 
in Puerto Rico, or for which there were no facilities 
for the commercial production thereof, on January 
2, 1947. (See page 68 for list of products which 
have been considered eligible. ) 

Any firm which will start an additional unit to pro- 
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duce a substantial quantity of a “designated” article 
as defined in the Industrial Incentives Act. (See page 
67. Asterisks denote designated articles. ) 

Any firm which operates an existing unit produc- 
ing a “designated” article after the additional unit 
referred to in the preceding paragraph has begun to 
produce the same article on a commercial scale. 

Any firm operating commercial or tourist hotels in 
accordance with prescribed standards. Commercial 
hotels are entitled to only 50% exemption. 


5. What is a “manufactured product” eligible 
for tax exemption? 


Products transformed from raw materials into ar- 
ticles of commerce finished by hand or machine; agri- 
cultural products obtained through the process known 
as hydroponics; and any product with respect to 
which substantial industrial operations are under- 
taken in Puerto Rico, which in the judgment of the 
Governor merit treatment as a manufactured product 
and therefore its production may be eligible for tax 
exemption. In his determination, the Governor will 
consider the nature and extent of such operations, the 
technology involved, the employment provided, or 
other notable contribution to the welfare of the Com- 
monwealth of Puerto Rico. The Industrial Tax Ex- 
emption Office has the authority to draft regulations 
governing the application of the foregoing definition, 
and these regulations, upon their approval by the 
Governor, have the force of law. 


6. What constitutes a tourist or commercial hotel 
operation eligible for tax exemption? 


Hotels are divided into tourist and commercial 
hotels. The former must have not less than 15 rooms 
and have dining room facilities, tourist attractions 
such as beach, lake development or pool or certain 
other outdoor sport facilities and must be operated 
under standards of efficiency and sanitation accept- 
able to the Governor of Puerto Rico. Such tourist 
hotels are eligible for the full tax exemption made 
available to eligible industries, as outlined under 
question 4. 
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Commercial hotels must have not less than 15 
rooms and dining facilities but need not meet the re- 
quirements for tourist hotels. If they meet the stand- 
ards of efficiency and sanitation provided by the 
Governor of Puerto Rico, they are entitled to tax 
exemption at 50% of the regular rate. 


7. What is the procedure for obtaining tax ex- 
emption? 

A written application is filed with the Office of 
Industrial Tax Exemption, Santurce, Puerto Rico; 
public hearings with notice published in a local news- 
paper are held before a Master at which all evidence 
in support of the application is presented and at which 
anyone opposed to the application may introduce 
evidence to support his contention. The Governor of 
Puerto Rico passes on all applications and may grant 
or deny the tax exemption after considering reports 
filed on each case by the Economic Development 
Administration and the Departments of Finance, 
Justice and Labor. 


8. How long does it take to obtain a final deter- 
mination on tax exemption? 

This varies with the merits and complications of 
each case. As a general rule, a final determination on 
tax exemption may be expected within 90 days after 
the application is filed. Exemptions are granted retro- 
actively, when necessary, to the date of initial 
operations. 


9. May appeals be taken from the determina- 
tions of the Governor in granting or denying tax 
exemption? 

All resolutions of the Governor in either granting 
or denying tax exemption are final and no judicial 
or administrative appeal may be taken against them. 


10. How can profits be withdrawn from an 
exempted business? 

The fullest benefits of the Act are available to bona 
fide residents of Puerto Rico, particularly individuals 


who own the business directly or through a corpora- 
tion whose stock is principally held by them. The Act 
provides that dividends paid out of the earnings of an 
exempted operation during its first seven years of 
operation may be distributed free of taxes to resident 
individuals and corporations. But such distributions 
must be made within the first 15 years of the opera- 
tion of the exempted business. 

Gains derived from the sale of stock of a tax- 
exempt operation are tax free, if the sale is made 
prior to the expiration of the tax exempt period of the 
business. 

Tax free profits may be withdrawn through the 
liquidation of an exempted business by the procedure 
known as a tax free merger. This procedure is out- 
lined in the Act and is closely similar to the one pro- 
vided in the Federal Internal Revenue Code. 


11. What constitutes bona fide residence in 
Puerto Rico? 


Bona fide residence requires more than mere phys- 
ical presence in Puerto Rico. An individual becomes 
a bona fide resident when he intends to stay in Puerto 
Rico for an extended period of time and when he is 
not a mere transient. Generally, a bona fide residence 
is established if an individual brings his family to the 
Island, purchases or rents a home in the Island, brings 
his personal possessions with him, enters into the so- 
cial life of the community, and signs all official docu- 
meats and records as a resident of the Island. If such 
factors are present, occasional visits to the mainland 
United States will not defeat an individual's status as 
a resident of the Island. 


12. May the tax exemption be transferred? 


The tax exemption franchise may only be trans- 
ferred with the prior approval of the Governor of 
Puerto Rico. The term “transfer” includes the trans- 
fer to a single person of a majority of the voting stock 
of the firm owning the industrial unit and the trans- 
fer of stock which entails directly or indirectly a 
change in the control of the undertaking. 

Transfers from a subsidiary to its parent corpora- 
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tion for purposes of the tax-free liquidation may be 
made provided the Governor is notified in writing of 
such transfer. 

The following transfers are permissible upon writ- 
ten notification to the Governor: transfer to an estate, 
or by bequest or inheritance; 


any transfer which does not directly or indirectly 
result in a change of control in the corporation, 
applying the rules of stock ownership as estab- 
lished under the income tax laws; 


any transfer to support a pledge or hypotheca- 
tion which in the normal course of business is 
incurred solely for creating security for bona fide 
indebtedness; 


transfers by operation of law, or order of court to 
a trustee in bankruptcy or a receiver. 


13. May tax exemption grants be revoked prior 
to normal expiration? 

Such revocation is possible for good and proven 
cause after adequate hearing at which the grantee 
may present his defense. Revocations are of two 
kinds; namely, permissive and mandatory. The 
former, which is discretionary in the Governor, may 
take place whenever the grantee fails to comply with 
any obligation imposed on such grantee by the grant 
of tax exemption or by the Act or the regulations 
issued thereunder or whenever the grantee fails to 
complete construction of installations or to com- 
mence operation on the dates agreed upon or shuts 
down for more than 30 days without the authorization 
of the Governor, who may extend such dates or 30 
day period for just cause. Such permissive revocation 
is final and becomes effective from the date when 
grantee incurred in the fault on which the revocation 
is predicated. This means that any tax benefits there- 
tofor earned by the grantee are not in any way affected 
by the revocation. 

Mandatory revocation is an action which the 
Governor is required to take whenever a grant has 
been obtained by fraud or false representations or 
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in the cases covered by Section 8 of the Act. It is 
drastic in that all benefits of tax exemption which the 
grantee may have earned until such revocation takes 
place are lost to him, for the Act provides that man- 
datory revocations shall have retroactive effect. It 
means that the grantee never was tax exempt and is 
therefore required to pay all the back taxes with in- 
terest and penalties, and is furthermore subject to 
criminal prosecution for such fraud or misrepresen- 
tation. However, appeals may be taken from the 
decisions of the Governor in these instances, to the 
Superior Court of Puerto Rico, and certiorari to the 
Supreme Court is made available from the decision 
of said lower court. The Act also authorizes the stay 
of the retroactive collection of the exempted taxes 
upon the filing of an acceptable bond. 


14. What fax savings may result from Puerto 
Rico's tax exemption? 


The two cases on pages 60 and 63 and the tables 
on pages 64, 65 and 66 illustrate the possible tax 
savings and corresponding increase in profits-after- 
taxes which can be effected by taking advantage of 
the Puerto Rican tax exemption program. No attempt 
is made in these examples to illustrate any advantage 
arising from other factors than the tax exemption, 
nor have we considered the effects of exemptions 
from property and business taxes in Puerto Rico. 

Inasmuch as business ratios vary widely for differ- 
ent industries, we have assumed, in order to present 
typical examples, that the net profit in both cases on 
page 66 is 10 per cent of gross sales. 


15. What taxes are not covered by the exemp- 
tion? 


Workmen's compensation premiums. 

Federal Social Security contributions. 

Fees for motor vehicle licenses or plates. 

License fees or excises levied under the Internal 
Revenue Law of Puerto Rico. These are ad valorem 
excise taxes payable only on a small number of fin- 
ished goods and license fees on a few specialized 
business operations. 
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16. Can managerial personne! enjoy any of the 
benefits of tax exemption? 


Managers and technical personnel who become 
bona fide residents of Puerto Rico can draw tax-free 
dividends from stock participation in a tax-exempt 
enterprise. On income from salary, their taxes in 
Puerto Rico Will be lower than they would be in the 
mainland United States, as indicated in the following 
table, which is based upon 1952 Federal and Insular 
income tax rates, and with 10% deductions assumed 
in all cases. 








$ 6,000 
10,000 
14,000 
18,000 
22,000 
26,000 








Insular Tox 





$ 6,000 $ 441 
10,000 1151 
14,000 1919 
18,000 3089 
22,000 4463 
26,000 6010 


$ 666 
1,528 
2,510 
3,644 
4,924 
6,332 





17. May operations enjoying tax exemption 
under the 1948 law avail themselves of the new 
tax program? 

Such operations can not avail themselves of the 
new industrial incentives program as provided by the 
1954 Act. However they may elect to be covered by 
it, if eligible thereunder, but only for the period of 
time resulting by deducting the period of exemption 
obtained under the 1948 Act, starting from the com- 
mencement of operations, from the period of exemp- 
tion allowed under the 1954 Act. 

However, any operation exempted under the 1948 
Act, or the 1954 Act, may obtain tax exemption to 


produce a distinctly separate manufactured product 
in a separate plant. 

Exempt firms may obtain an additional tax exemp- 
tion for operations of the same nature, but the exemp- 
tion of the latter is conditioned upon keeping the 
previous Ones in normal operation. 


18. How may individuals and corporations ob- 
tain the advantages of the Tax Exemption Act? 

Individuals of the continental United States may 
establish sole proprietorships or partnerships in 
Puerto Rico. If the business is granted exemption, its 
profits will not be subject to Puerto Rican taxes, 

Corporations and individuals may obtain the ad- 
vantages of the Puerto Rican exemption by establish- 
ing a domestic U. S. corporation entitled to the 
benefits of Section 251 of the Federal Internal Rev- 
enue Code (which applies only to domestic U. §. 
companies ) or by organizing a Puerto Rican corpora- 
tion. The profits of such corporation from sources 
within Puerto Rico are exempt from Puerto Rican 
taxes and United States income and excess profits 
taxes. 


19. Should a corporation be set up as a Puerto 
Rican or a domestic United States corporation? 

Generally the advantage of the use of a Section 251 
subsidiary corporation is that an entirely tax-free 
liquidation into the parent corporation may be ac- 
complished at the end of the tax exemption period. 
The advantage of forming a Puerto Rican corpora- 
tion is the minimization of any danger that the income 
of such corporation will be taxed by the United States 
on the theory that the income arises from sources 
within the United States. 

However, the choice will depend upon a variety 
of factors, such as the residence and citizenship of the 
shareholders, the probability of liquidation or sale 
within the foreseeable future, the manner in which 
shipments of manufactured goods are contracted for 
and arranged, and the place to which the manufac- 
tured goods are consigned. If the Puerto Rican manu- 
facturing enterprise is to sell the finished products to 
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a parent United States company for resale in the 
United States, it might be preferable to establish the 
manufacturing corporation as a Puerto Rican com- 
pany not doing business in the United States. 

The further choice may arise as to whether the 
stock of the Puerto Rican enterprise should be owned 
by an American parent corporation or by the latter's 
individual United States shareholders. This again 
would depend upon various factors such as the private 
or public nature of the American company, the likeli- 
hood of a liquidation or sale of the business, the likeli- 
hood of substantial intercompany transfers of raw 
materials or finished goods, a consideration of pos- 
sible inheritance tax complications and other aspects. 

Competent tax advice in the light of the particular 
situation is essential on these questions. 


20. What is the source of the income of an in- 
dustrial enterprise which manufactures goods 
for the continental American market? 


This question is important because liability for 
Federal income tax depends upon the source of in- 
come even though the industry may be exempt from 
income tax in Puerto Rico, The courts have decided 
that the source of an industry's income is in Puerto 
Rico and therefore not subject to the Federal income 
tax whenever title to the goods passes in Puerto Rico 
from the Puerto Rican enterprise to the mainland 
purchaser. The goods may be advertised and offered 
for sale in any State of the United States but orders 
should be accepted and payments therefor made in 
Puerto Rico if no Federal income tax liability is to 
be incurred. In other words, the goods must be shipped 
out of Puerto Rico as goods of the mainland United 
States customer, as for instance in F.O.B. plant ship- 
ments or F.A.S. Puerto Rico port of embarkation 
deliveries. 


21. What taxes are imposed upon the stock- 
holders’ receipts of the profits of a tax exempt 
corporation? 

Both a Puerto Rican and a Section 251 corporation 
which have obtained tax exemption will incur neither 
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Puerto Rican nor United States income taxes upon 
their earnings from the exempt operations. The profits 
of such corporations may be accumulated without 
fear of a penalty tax under Section 102 of the Federal 
Code and may eventually be realized by their owners 
through liquidation. If the corporation is owned by 
another corporation, a tax-free liquidation under 
Section 112 (b) (6) of the Federal Code is possible. 
To effect such a tax-free liquidation of a Puerto Rican 
subsidiary, the prior consent of the Commissioner of 
Internal Revenue is required. No such consent is 
needed for the tax-free liquidation of a Section 251 
subsidiary. 

In the case of corporations owned by individual 
shareholders, the tax consequences of the liquidation 
will depend upon the residence of the shareholder. 
Bona fide residents of Puerto Rico will be subject to 
no United States tax on the liquidation of a Puerto 
Rican corporation, Residents in the United States 
might be subject to a capital gains tax upon the liqui- 
dation of such corporations under the usual rules of 
computing gain or loss on such a transaction. 

If the Puerto Rican enterprise is a subsidiary of a 
United States corporation, any dividends paid by the 
subsidiary would be taxable in the United States to 
the parent corporation. However, some saving would 
still be realized since dividends are not subject to the 
U. S. excess profits tax. Dividends paid by a Puerto 
Rican corporation to bona fide residents of Puerto 
Rico would, of course, not be subject to Federal in- 
come tax. United States residents would, however, 
be taxable in the United States upon the dividends 
received from such corporations. 

Dividends paid by an exempt corporation are sub- 
ject to Puerto Rican income tax unless paid to persons 
residing in Puerto Rico or to persons who are not 
obligated to pay in any jurisdiction outside Puerto 
Rico any tax on income derived in Puerto Rico. Ac- 
cordingly, a 29 per cent Puerto Rican withholding 
tax would be applied to dividends paid by either a 
Puerto Rican or a Section 251 corporation to United 
States corporate or individual shareholders who are 
not resident in Puerto Rico. Since under Section 131 
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of the Federal Code the recipient is entitled to a credit 
for the Puerto Rican tax paid, a double tax on the 
dividends is avoided. 


22. What taxes are imposed upon the receipt of 
the profits of an unincorporated Puerto Rican tax 
exempt industry? 


An individual who establishes a bona fide residence 
in Puerto Rico will be subject to neither Puerto Rican 
nor United States taxes on the income of an unin- 
corporated tax exempt business enterprise in Puerto 
Rico If a bona fide Puerto Rican residence is not 
established, the income of a sole proprietorship is 
fully taxable in the United States to a United States 
citizen. Partnerships are treated under the Puerto 
Rican Income Tax Law in the same manner as cor- 
porations. Profit distributions of a Puerto Rican part- 
nership to a continental United States citizen or 
resident who is not a bona fide resident of Puerto Rico 
would be subject to a Puerto Rican withholding tax 
of 29 per cent in addition to regular United States in- 
come taxes. However, the recipient would be entitled 
to a credit for the Puerto Rican withholding tax under 
Section 131 of the Federal Internal Revenue Code. 

The Industrial Incentives Act of 1954 is of par- 
ticular benefit to an unincorporated business. An 
individual entrepreneur who becomes a resident in 
Puerto Rico may start a tax exempt industry without 
the imposition of any income tax on the enterprise's 
earnings or his receipt of the earnings. 


23. Is the Federal income tax levied and col- 
lected in Puerto Rico? 


Although Puerto Rico is a part of the United 
States and its citizens are citizens of the United States, 
the Federal income tax is not levied on the Puerto 
Rican income of its citizens, residents, or corporations 
organized under its laws. 

Puerto Rican corporations are treated as foreign 
corporations by the Federal Internal Revenue Code. 
Therefore, if they are nonresident in the United States, 
they are only subject to withholding tax on certain 
types of income from United States sources, such as 
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dividends and interest. Resident Puerto Rican corpo- 
rations are taxable on their income from sources 
within the United States. 

Continental United States corporations, at least 80 
per cent of the gross income of which is derived from 
sources within Puerto Rico and at least 50 per cent 
of the gross income of which is derived from the active 
conduct of a trade or business within Puerto Rico, are 
exempt from payment of Federal income tax on their 
Puerto Rican income under Section 251 of the Fed- 
eral Internal Revenue Code. 

An American citizen is not subject to Federal in- 
come tax on income from sources within Puerto Rico 
(except compensation from the United States or an 
agency thereof) under Section | 16 (1) of the Federal! 
Internal Revenue Code if a bona fide resident of 
Puerto Rico for the entire taxable year. 


24. What credits for income faxes paid are al- 
lowed under Puerto Rican and Federal laws? 


Section 23 of the Insular Income Tax grants to 
American citizens resident in Puerto Rico, rot receiv- 
ing a salary from the Federal Government, a credit 
for income tax including surtax, paid or accrued dur- 
ing the fiscal year to the United States or any other 
part of the United States, not Puerto Rico, or any 
foreign country, and Section 36 grants a similar credit 
to domestic corporations. This credit is a direct de- 
duction from the amount of the tax computed instead 
of being a deduction from net income. 

In no case will the amount of the credit granted 
exceed the proportion of the tax that the net income 
of the taxpayer from outside sources bears to his 
total net income (computed without such deduction ), 
for the same taxable year. 

The effect df this provision is that the resident may 
offset part or all of his Federal tax against Common- 
wealth taxes—only a part if his average Federal tax 
rate is higher than his average Insular tax rate. Where 
the Federal tax rate is higher, computations on this 
basis result in a “provisional” Puerto Rico tax liabil- 
ity. The final step in the procedure permits the tax- 
payer to recompute his tax, deducting from gross 
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income that part of Federal taxes for which credit 
has not been allowed. 

There follows an example of how the payment of 
Federal Income Tax may be credited by an American 
citizen and bona fide resident of Puerto Rico against 
the Commonwealth Income Tax: 

Net income obtained 
in Puerto Rico 
Net income from 
continental U. S. 
Total taxable net income . 
Assuming Commonwealth 
tax of $15,000— $3,444 
Assuming tax paid in 
United States 
on $5,000 
Amount of credit 
to be granted: 
% of the 
5,000 
$ Commonwealth Tax of 
$15,000 | $3 444 0% $1,148 
From the $1,600 paid to the United States, 
the taxpayer may take as credit in Puerto 
Rico the amount of $1,148 
Normal tax and surtax 
(provisional) on the 
Puerto Rican income 
of $15,000 


$10,000 


5,000 
$15,000 


$1,600 





$ 3,444 
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Less: Credit for the tax 
paid to the United 


States . 1,148 
Tax to be paid in Puerto 
Rico (provisional) . $ 2,296 


The difference between the $1,600 paid to the United 
States and the credit of $1,148, or $452, is allowable 
as a deduction in Puerto Rico—after which the pro- 
visional tax above is recomputed to arrive at a lower 
final tax under Section 16 (a) (s) of the Insular Tax 
Law. 

Under this system of computation the individual 
resident of Puerto Rico or the domestic corporation 
may take no credit in the United States for the tax 
paid in Puerto Rico. If, however, the resident of 
Puerto Rico receives a salary from the Federal Gov- 
ernment, he must pay the Insular tax on said salary 
because it is income from sources within Puerto Rico. 
He must also pay Federal tax on said salary. In this 
case the Federal Government will give credit for tax 
paid to the Commonwealth Government. 

If the taxpayer is not a bona fide resident of Puerto 
Rico for the entire taxable year, he must pay Federal 
tax on his total income from Puerto Rico and main- 
land sources but he will be able to claim as a credit 
against his Federal income tax any tax paid to Puerto 
Ricosto the extent provided by Section 131 of the 
Federal Internal Revenue Code. 
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INCOME TAX RATES 
INDIVIDUALS (Applying except in case of exemptions) 
Residents 


In computing personal income taxes payable in Puerto Rico, the following rates apply to tax- 


able net income, after deductions, for residents. (These taxes do not apply to tax-exempt 
dividends): 


NORMAL TAX-—7% SURTAX AS FOLLOWS: 





Rate on last step 
Net Income in column | Net Income 


$2,000 5% $32,000 

4,000 8% 38,000 

6,000 12% 44,000 

8,000 15% 50,000 
10,000 19% 60,000 
12,000 23% 70,000 
14,000 26% 80,000 
16,000 29% 90,000 
18,000 32% 100,000 
20,000 34% 150,000 
22,000 7% 200,000 
26,000 40% over 








TEMPORARY TAX —5% of the tax computed above. 
Nonresidents 


For income derived from personal services, nonresidents are treated as residents, but are 
not allowed personal exemption. 

For all other income, nonresidents are subject to a withholding tax of 29%. 

The tax liability or tax paid in Puerto Rico by a resident of the mainland United States 
may be credited against his Federal tax liability in accordance with Section 131 of the Federal 
Internal Revenue Code. 


CORPORATIONS AND PARTNERSHIPS 
NORMAL TAX-—20% SURTAX AS FOLLOWS: 





From $1 to $25,000 of net surtax income—no surtax 
$25,000 $50,000 5% 
$50,000 $75,000 10% 
$75,000 $100,000 15% 

All over $100,000 20% 





Net surtax income is equal to net income less (1) interest received on U. S. Government obliga- 
tions, (2) 5 per cent of the net income, and (3) the normal tax. 


TEMPORARY TAX —5% of the tax computed above. 
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INCREASE IN PROFITS-AFTER-TAXES 


THROUGH TAX EXEMPTION Corporations’ 
Computed on basis of Federal Rates in effect at January 1, 1954 








254,500 


1,000,000 $14,500 


53,500 
245,500 
485,500 106 





'The increases shown here are those resulting from 
exemption from corporate income tax only and are 
over and above those produced by exemption from 
property taxes, licenses, etc. 


The table also does not show the increased income 
of stockholders due to tax exempt dividends. 


INCREASE IN PROFITS-AFTER-TAXES 
THROUGH TAX EXEMPTION Individuals’ 








Percent of Increase 
in Profits-after- 
Profits after Taxes under Tax 


Taxes 





429,820 


$ 800 
3,900 
7,360 
10,270 
14,850 
23,180 
32,680 
43,180 
70,180 612 





' The increases shown here are those resulting from 
exemption from individual income tax only and are 
over and above those produced by exemption from 
property taxes, licenses, etc. 

* Net income as shown is income less all deductions 
and exemptions. 

‘The tax shown is for single individuals at 1954 
rates. In order to calculate the benefits of a married 


person, divide net income in half and check the 
percentage on that amount of income. For example, 
a married person with net income after deductions 
and exemptions of $50,000, would pay twice the tax 
on $25,000, the net after tax would be twice the 
profit shown for $25,000, and the percentage of in- 
crease in profits-after-tax would be the same as in 
the case of a single individual earning $25,000, or 
68%. 
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INCREASE IN PROFITS-AFTER-TAXES 
THROUGH TAX EXEMPTION Typical Cases 
Computed on basis of Federal Rates in effect at January 1, 1954 


CASE NO. 1 Corporation with Gross Sales of $1,000,000 


Operating in mainland U.S. A. Operating in Puerto Rico U.S. A. 


Gross Saces $1,000,000 Gross Saces $1,000,000 
Net corporate profit before income tax.. $100,000 Net corporate profit before income tas.. $100,000 
Less U. S. corporate income taxes. . . . 


Net profit-after-taxes 
Benefits Gained Through Tax Exemption 


Net corporate profit-after-taxes in Puerto Rico U. S.A 
Net corporate profit-after-taxes in mainland U. S. A 








CASE NO. 2 Individual Enterprise with Gross Sales of $500,000 


Operating in mainland U. S. A. Operating in Puerto Rico U. S. A. 


Gross Sates $500,000 Gross SaLes $500,000 
Net profit before income tax 
Less U. S. Individual income tax* 


Net profit-after-taxes $24,332 


Benefits Gained Through Tax Exemption 


Net profit-after-taxes in Puerto Rico U.S. A 
Net profit-after-taxes in mainland U. S. A 


*The United States income tax is calculated on the assumption of an unmarried individual without dependents 
who elects the optional standard deduction of $1,000. 
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COMMODITIES SUBJECT TO EXCISE TAXES 
AS LEVIED IN PUERTO RICO, Portia: List 


Manufacturers must file reports on exempt articles subject to 
excises, See pages 34 and 35 for exemptions and procedures. 


(Selected major groups and some representative specific items) 





Ad Valorem Rate 








ADDING, CALCULATING & OTHER OFFICE MACHINES: . 
CasH REGISTERS, AUDITING MACHINES, ETC. 
CEMENT . 


CONFECTIONERY 
Caramels (hard candies) containing 80% of sucrose or more 
Chewing gum, imitations or substitutes therefor “os 
Chocolate mixtures and products derived from cocoa (cacao) containing less 
than 5% of sugar . 


COSMETICS . 

ELectric APPARATUS 
ELectric Fans & VENTILATORS 
Fue. Om 

JEWELRY. 

LUBRICATING OILs . 

Marine Enoines, Parts & ACCESSORIES . 
PHOTOGRAPHIC CAMERAS, ETC. . 
RADIOS 

SuGAR . 

TIRES . 

TYPEWRITERS AND ACCESSORIES 


VEHICLES, INCLUDING MoBILE CONSTRUCTION . 
Station-wagons . . 
Trucks, including chassis and auto bodies . 


15 
15 


3¢ cwt. 


6%¢ 42-gal. bbl. 


20 
I¢ Ib. 
25 
15 
15 


5¢ cwt. 


15 


20 
20 
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PRODUCTS ELIGIBLE FOR TAX EXEMPTION 


The following are articles which have been granted tax exemption, Additional products may be found eligible if not 
manufactured in Puerto Rico on January 2, 1947, or if on the list of “designated” articles in the tax exemption act 
“Designated” products, specified as eligible in the tax exemption act are indicated by asterisks. (See question #5, p. 57.) 


FOOD AND KINDRED PRODUCTS 


*Sausages, smoked hams, bacon, lards, etc. 

“Canned pineapple products 

*Canned tomato juice, sauce; fruit nectars from native 
and non-native fruits 

*Frozen pineapple and orange juice, frozen foods 

*Cattle feed 

*Crackers 

*Candy, dried coconut candy 

Chewing gum 

*Orange, lemon and pineapple concentrates, vanilla, root 
beer, cola and grape extracts; production, extraction 
and bottling of concentrated liquid coffee 

*Yeast 

*Oleomargarine 

*Chocolate malted food drinks in powder form 

*Ice cream cones; canned pimentos, peppers and sweet 
potatoes 


TOBACCO MANUFACTURERS 
*Cigars and cigarettes 


TEXTILE MILL PRODUCTS 


Cotton, wool, rayon, and nylon fabrics, blankets and 
bedspreads 
Silk screen printed textiles 
*Hosiery 
*Men’s, women’s and children’s sweaters and knitted 
sports shirts 
*Rugs; door mats 
Rope, twine and cordage 
Fur felt hat bodies 
Carpet yarns, burners, burlap and bags from jute 


APPAREL AND OTHER FINISHED PRODUCTS 
MADE FROM FABRICS AND SIMILAR MATERIALS 
*Men’s and boys’ heavy outer-jackets 

*Men’s suits and coats 


*Men’s sports shirts 

*Men’s work pants, overalls and work shirts 

*Women’s blouses 

*Ornamented, dress, blouse and sweater fronts 

*Working uniforms; nurses uniforms, aprons, caps and 
pinafores 

*Women’s dresses and coats 

*Women’s sports jackets, shirts, jumpers, shorts, halters, 
midriffs, pedal pushers, culottes, waistcoats and slacks 

*Women’s housecoats and pajamas; girls’ slips, panties 
and pajamas 

*Brassieres; ladies girdles; women’s garter belts and garter 
panties; brassiere shoulder straps 

*Children’s wear—all kinds and types of shirts, pants, 
trousers, overalls, coveralls, blouses, boxer suits 

*Layette articles 

*Fur coats and jackets 

*Gloves 

*Plastic and leather belts 

*Canvas products for outdoor living 

*Hand crocheted articles, such as baby booties, caps, 
jackets, etc; flags, pennants, banners 


LUMBER AND WOOD PRODUCTS 
(EXCEPT FURNITURE) 
Sawmill operations 
Finished lumber and plywood 
Picture frames; bamboo parquet flooring and panelling 


FURNITURE AND FIXTURES 


*Furniture 
*Bedsprings and mattresses 


PAPER AND ALLIED PRODUCTS 
*Paperboard and paper pulp 
Asbestos cement products 
Measuring tapes 
Paper bags 
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CHEMICALS AND ALLIED PRODUCTS 


Steroid and hormone products 

Pharmaceuticals, injection solutions, vitamins 
*Hair tonics, bath powders, face cream and lotions 
*Hair coloring; soaps and perfumes; cosmetics 

Refined table salt 

Fungicides, insecticides and weed killers 


PRODUCTS OF PETROLEUM AND COAL 


Oil additives 
Gasoline, kerosene and domestic heating oil and by- 
products derived from the processing of crude oil 


RUBBER PRODUCTS 
Bath mats, toys, shoes, and others 


LEATHER AND LEATHER PRODUCTS 


*Tannery products 

*Shoes 

*Crocheted slippers 

*Leather wallets, portfolios, billfolds, ete; ladies hand- 
bags 

*Spectacle cases 


STONE, CLAY AND GLASS PRODUCTS 


*Glass containers 

*Chinaware 

*Ceramic products (pottery and decorative wall tiles, 
flower containers, ashtrays, lamp bases) 

*Toys and religious figures 


PRIMARY METAL INDUSTRIES 
Stee! castings for machinery 
Pipes, joints, fittings and connections 
Wire and wire products 


FABRICATED METAL PRODUCTS (EXCEPT ORDNANCE, 
MACHINERY AND TRANSPORTATION EQUIPMENT) 
*Cans 

Kerosene stoves 

Finished aluminum products, such as pipes, tubes, 

sheets, forms, rods, strip coil angles, channels, rails 

Aluminum jalousie windows 

Metal crowns and screw caps 

Electroplating 
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Lamps 

Nails, including brads, tacks, spikes, rivets, etc. 

Coat hangers; wire fencing 

Automotive springs 

Aircraft parts 

Screw and screw machine parts and products 

Aluminum foil paper and boards 

Metal watch bands; spark wheels for cigarette lighters, 
chains 


MACHINERY (EXCEPT ELECTRICAL) 


Diesel engine generator power plants 

Lawn mowers, hedge clippers 

Tools and dies 

Staples and stapling machines 

Deep-freezers, water coolers, and kitchenettes consist- 
ing of refrigerators and stove combination, household 
refrigerators, air-conditioners 

Precast channel slabs and poretherm 


ELECTRICAL MACHINERY, EQUIPMENT AND SUPPLIES 


Electronic, generally 

Mica insulators 

Radio testing equipment; electrical indicating instru- 
ments and meters 

Fuses 

Power rectifiers; deposited carbon resistors 

Phonograph records; sewing machines, washing ma- 
chines and laundry machines; electric shavers 

Electric soldering guns 

Fluorescent and incandescent light fixtures 

Radios and TV receivers; electric coils, transformers, 
relays, solenoids, etc.; loudspeakers; radio and tele- 
vision antenna 

Electric Christmas tree sets 


PROFESSIONAL, SCIENTIFIC AND CONTROLLING 
INSTRUMENTS; PHOTOGRAPHIC AND OPTICAL 
GOODS; WATCHES AND CLOCKS 


Aircraft hardware 
Surgical and dental instruments 
Sanitary belts, surgical supports and products of similar 
nature 
*Sunglasses and glass frames; ophthalmic lenses 
Assembly of watches and clocks 
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MISCELLANEOUS MANUFACTURING INDUSTRIES 


Simulated pearl jewelry; jewelry such as class rings, 
pins, wedding and engagement rings 

Metal findings for costume jewelry; jewel bearings 
*Cutting and polishing of diamonds 

Lampshades 

Doll dresses 
*Baseballs and softballs; fishing tackle 

Pens (both fountain and ball-point) 

Artist commercial brushes; *water and oil paints 
* Artificial flowers; chenille products (*artificial flowers, 


fancy ornaments, novelties, specialties, fancy orna- 
ments, etc.) 

Buttons (with the exception of seapear! buttons) 

Plastic articles; rain coats, rain hoods, beach caps of 
waterproof plastic films; plastic sprayers and insec- 
ticides; mattress covers, pillow protectors, garment, 
shoe, and laundry bags 

Bristle for brushes; mops 

*Candles 

Plastic and metal hair curlers, wavers, etc. 

Umbrellas 

Zippers, Christmas decorations 


PRODUCTS MANUFACTURED IN PUERTO RICO, portiol list 


FOOD AND KINDRED PRODUCTS 


Meat Propucts: frankfurters 

Dairy Propucts: cheese, ice cream, custards 

CANNING AND PRESERVING FRUITS, VEGETABLES AND 
Sea Foops: fruit pastes, fruit preserves, canned fruits, 
canned vegetables, frozen foods, frozen fruits 

Bakery Propucts: bread, candies, cakes, biscuits, soda 
crackers 

SUGAR: raw sugar, refined sugar, molasses 

CONFECTIONERY AND RELATED Propucts: chewing 
gum 

BEVERAGE INDUSTRIES: carbonated waters, soft drinks, 
beers, malts, wines, rum, gin, liqueurs 

MISCELLANEOUS FOOD PREPARATIONS AND KINDRED 
Propucts: flavoring sirups, flavoring fruit juices, ice, 
vermicelli, macaroni, food pastes, ground coffee, 
roasted coffee, confectionery sugar, ice cream cones 


TOBACCO MANUFACTURERS 


CIGARS AND CIGARETTES 


TEXTHLE MILL PRODUCTS 


BroaD-Woven Fasric MiLis: printed cloth, cotton 
cloth, nylon cloth, hair nets 

KNITTING MILLS: women's hosiery, infants’ cotton ho- 
siery, sweaters, knitted gloves, polo shirts, nylon and 
tricot cloth 


DYEING AND FINISHING TEXTILES: dyeing, printing of 
textiles 

Carpets, RUGS AND OTHER FLOOR COVERINGS: wool 
rugs and carpets, other rugs, mats 

Hats: men’s hats 

MISCELLANEOUS TEXTILE Goons: nylon and cotton 
laces, classification and packing of wool, jute and 
kenaf twines and yarns 


APPAREL AND OTHER FINISHED PRODUCTS 

MADE FROM FABRICS AND SIMILAR MATERIALS 

Men’s, YoutHs’ anp Boys’ Surrs, Coats, AnD Over- 
COATS: policemen uniforms, men’s suits, men’s trou- 
sers, boys’ suits, boys’ trousers 

Men’s, YourHs’, anp Boys’ FURNisHiNGs, Work 
CLOTHING, AND ALLIED GARMENTS: men’s shirts, 
children’s sports shirts, men's and children’s pajamas, 
men’s underwear, mosquito nets, guayaberas 

WoMEN’s AND Misses’ OUTERWEAR: blouses, clothes 
made from hand painted fabrics, skirts, uniforms, 
slippers, caps, gloves, handkerchiefs, dresses, scarfs. 
dungarees 

Women’s, Misses’, CHILDREN’S AND INFANTS’ Unper 
GARMENTS: panties, petticoats, nightgowns, slips, 
brassieres, brassiere pads 

CHILDREN’S AND INFANTS’ OUTERWEAR: infants’ dresses 

Fur Goons: fur coats 

MISCELLANEOUS APPAREL AND ACcessories: handker- 
chiefs, belts, gloves 
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MISCELLANEOUS FABRICATED TEXTILE Propucts: 
table cloths, raincoats, fagotting, bath curtains, lamps, 
cotton mopheads, components for mattresses, awn- 
ings, shoulder straps, embroidered laces, crochet 
beadings, hand crocheted hats 


LUMBER AND WOOD PRODUCTS 

(EXCEPT FURNITURE) 

MILLWORK, PLYWOOD, AND PREFABRICATED STRUC- 
rurAL Woop Propucts: doors, windows, frames, 
blinds, kitchen cabinets, molding: 

WooDeN CONTAINERS: baskets 


MISCELLANEOUS WooD PRopucts:; ironing boards, dress 
hangers, washing boards 


FURNITURE AND FIXTURES 
HoUSEHOLD FURNITURE: wood furniture, mattresses, 
rattan furniture, metal furniture, wire springs, pillows 


WINDOWS AND Door SCREENS, SHADES, AND VENETIAN 
BLINDS: aluminum windows, aluminum awnings, Ve- 
netian blinds 


PAPER AND ALLIED PRODUCTS 
PAPER BaGs: paper bags 
PAPERBOARD CONTAINERS AND BOxeS: boxes 


Pu_p Goops AND MISCELLANEOUS CONVERTED PAPER 
Propucts: Kardex pockets, Kardex signals, hood clo- 


sures 


% 
PRINTING, PUBLISHING, AND ALLIED INDUSTRIES 
Books: publications 


COMMERCIAL PRINTING: printed labels, invoices, re- 
ceipts, letterheads, envelopes, order books, maga- 
zines, boxes, assorted work in cardboard 


BOOKBINDING AND RELATED INDUSTRIES: receipt books, 
rubber seals 


SERVICE INDUSTRIES FOR THE PRINTING TRADE: Assem- 
bling of phototype products 


CHEMICALS AND ALLIED PRODUCTS 


INDUSTRIAL ORGANIC CHEMICALS: Plastic sheets 
DruGs AND Mebicines: hormones, injectable prepara- 
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tions, ethical preparations, cosmetics, inorganic and 
organic medicinal chemicals 

PAINTS, VARNISHES, LACQUERS, JAPANS AND ENAMELS; 
INORGANIC CoLoR PIGMENTS, WHITING AND Woop 
FILLERS: paints, varnishes, lacquers, japans and 
enamels, inorganic color pigments and related prod- 
ucts 

FERTILIZERS: mixed and chemical fertilizers 

MISCELLANEOUS CHEMICALS, INCLUDING INDUSTRIAL 
CHEMICAL PRODUCTS AND PREPARATIONS: perfumes, 
cosmetics and other toilet preparations, compressed 
and liquefied gases, insecticides and fungicides, salt, 
chemicals for the navy (shark-chasers, desalting com- 
pounds, dye markers, etc. ) 


PRODUCTS OF PETROLEUM AND COAL 


MISCELLANEOUS PRODUCTS OF PETROLEUM AND COAL: 
lubricating oils and greases 


LEATHER AND LEATHER PRODUCTS 

LEATHER: TANNED, CURRIED AND FINISHED: finished 
leather, soles 

Footwear (except rubber): shoes, slippers 

LEATHER GLOVES AND MITTENS: work gloves 

LUGGAGE: suitcases 

HANDBAGS AND SMALL LeatHer Goons: billfolds, cordé 
plates and handbags, other handbags, belts, accessories 


STONE, CLAY AND GLASS PRODUCTS 


GLA3S AND GLASSWARE, PRESSED OR BLown: glass con- 
tainers, ampoulles 

Gass Propucts MADE OF PURCHASED GLAss: mirrors 

CEMENT: Portland cement 

Srructurat CLay Propucts: bricks, tiles (floor and 
roof) 

POTTERY AND RELATED Propucts: chinaware, pottery 

CONCRETE, GYPSUM AND PLASTER PRODUCTS: concrete 
blocks, concrete pipe and posts, zonalite (insulating 
material), wash tubs, quick lime, limestone carbonate 

ABRASIVE, ASBESTOS, AND MISCELLANEOUS NONME- 
TALLIC MINERAL Propucts: asbestos cement slabs, 
fabricated mica, slit mics: 
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FABRICATED METAL PRODUCTS (EXCEPT ORDNANCE, 
MACHINERY AND TRANSPORTATION EQUIPMENT) 


CuTLERY, Hand TOooLs, AND GENERAL HARDWARE: 
window hardware 


HEATING APPARATUS (except electric) AND PLUMBERS 
Supp.ies: portable furnaces, stoves and burners, 
plumbers tubes, kerosene stoves and accessories 

FABRICATED STRUCTURAL METAL Propucts: fencing 

+ and gates, soldering, ornamental railing, iron doors, 
jalousies and hardware, gutters, feeding troughs, sinks 
and rooftrees, buckets 

METAL STAMPING, COATING AND ENGRAVING: electro- 
plating 

LIGHTING Fixtures: fluorescent lighting fixtures 

MISCELLANEOUS FABRICATED METAL Propucts: spark 
wheels, caldrons, aircraft rivets, anchor bushings and 
straps 


MACHINERY (EXCEPT ELECTRICAL) 


METALWORKING MACHINERY: tools and dies, machine 
parts 

SPECIAL INDUSTRY MACHINERY (except metalworking 
machinery): coffee pulping machines 

MISCELLANEOUS MACHINERY Parts: solenoid valves 
and parts, sugar cane cranes, foundries, forge and iron 
works 


ELECTRICAL MACHINERY, EQUIPMENT AND SUPPLIES 


ELECTRICAL GENERATING, TRANSMISSION, DIsTRIBU- 
TION AND INDUSTRIAL APPARATUS: electric meters, 
coils and relays 

ELECTRICAL APPLIANCES: soldering guns and tips, 
switches and parts 

ELECTRICAL EQUIPMENT FOR MoToR VEHICLES, AIR- 
CRAFT AND RatLway LOCOMOTIVES AND CARs: pre- 
cision wire wound resistors, deposited carbon resistors 
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COMMUNICATION EQUIPMENT AND RELATED Prop- 
ucts: loudspeakers, hermetic seals, antenna parts, 
electronic equipment, phonograph records 


TRANSPORTATION EQUIPMENT 


TRANSPORTATION EQUIPMENT Not ELSEWHERE Cias- 
SIFIED: wagons for dragging sugar cane 


PROFESSIONAL, SCIENTIFIC AND CONTROLLING 
INSTRUMENTS; PHOTOGRAPHIC AND OPTICAL 
GOODS; WATCHES AND CLOCKS 


SURGICAL, MEDICAL, AND DENTAL INSTRUMENTS: sur- 
gical instruments, false teeth, sanitary belts 
Oprntamic Goons: lenses and lens blanks, frames 


MISCELLANEOUS MANUFACTURING INDUSTRIES 


JEWELRY, SILVERWARE AND PLATED WARE: engagement 
and wedding rings, polishing diamonds, safety clasps 
and clutches 

Toys AND SPORTING AND ATHLETIC Goops: toys—trains, 
baseballs, etc., doll dresses, sporting goods—bails, fish- 
ing rods, etc. 

PENS, PENCILS AND OTHER OFFICE AND ARTISTS’ Ma- 
TERIALS: pen and pencil sets, ball point and other 
pens, artists brushes 

CosTUME JEWELRY, NOVELTIES, BUTTONS, AND Mis- 
CELLANEOUS NOTIONS (except precious metal): 
watchbands, necklace, artificial flowers, buttons, 
curlers, zippers 

FABRICATED Ptastics Propucts, Not ELSEWHERE 
CLASSIFIED: party favors and charms, sprayers, tiles, 

MISCELLANEOUS MANUFACTURING INDUSTRIES: brooms, 
fireworks, neon signs, umbrellas, handicraft, candles, 
caskets, rosaries, hair nets, lampshades, Christmas 
ornaments 


A PUBLICATION OF THE 
ECONOMIC DEVELOPMENT ADMINISTRATION 
COMMONWEALTH OF PUERTO RICO 
PRINTED BY ALDUS PRINTERS. NEW YORK 
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Chairman Barpen. Mr. Powell, do you have any questions? 

Mr. Powe. Yes. 

I am interested in this Botany situation because here we have an 
opportunity to compare a standard brand product sold on the main- 
land of the United States, very high grade pants, Botany pants. 

Now in the United States this article manufactured here sells for 
the identical price it would if it were manufactured on the mainland. 

Mr. STERNBACK. It does. 

Mr. Powe... Because it is a standard brand with a standard price. 

Now Amalgamated has arranged on the mainland with Botany in 
the manufacture of the identical garment how much per hour? 

Mr. Srernwack. Mr. Merced ? 

Mr. Mercep. On the island or the mainland ! 

Mr. Powe.ut. The mainland. 

- Mercep. Take the particular shop that is doing Botany 
bran 

Mr. Powrw. Take the shop, the identical shop on the mainland to 
the one the young lady works in. 

Mr. Mercep. The identical shop has an hourly rate of about $1.42. 

Mr. Powe.i. Now at her shop what is her hourly rate ? 

Mr. Mercep. Hers is 521% cents, which was just gotten when the 
union first got in. 

Mr. Poweuu. Is Botany tax free? 

Mr. Srernpack. Yes, sir. 

Mr. Powe. So that, in addition to paying roughly one-third of 
the mainland wage, they also are tax free? 

Mr. SrernBack. For the record, may I say that the use of the term 
Botany may be misleading. The corporation that makes Botany here 
in Puerto Rico is tax free. 

Mr. Mercep. Incidentally, sir, these people that have this shop here 
contract to make the trousers for Botany. They are not actually the 
Botany people. They are contractors for Botany, to make their 
trousers. But they are not the Botany Corp. They just put the 
Botany label on the trousers. They just contract for Botany. 

Mr. Powrett. Where are Botany trousers made in the United States? 

Mr. Mexcep. In Philadelphia. 

Mr. Powrxu. How many workers have gone out of the Botany 
plant in Philadelphia in recent months ? 

Mr. Mercep. I don’t know that. 

Mr. Powe... I know it is several, but I don’t know: as a matter of 
fact what it is. 

I would like to ask you directly, sir, 1 or 2 questions. 

You advocate that the minimum wage be raised here 25 cents. That 
would be 4714 cents. 

Mr. Srernpack. Yes, on the lowest rate. 

Mr. Powerex. Would the homework needle craft go out of business 
if that happened ? 

Mr. Srernspack. Unless some other provision is made by Congress, 
some of it will go out of business, as some of it has gone out of busi- 
ness in the past as minimum rates have gone up. But the term “going 
out of business” is a little misleading because many of them don’t go 
out of business; they go into other needlework business. The ma- 
chine plants in Mayaguez and other homeworking areas have in- 
creased rapidly in proportion as the minimum rates were raised. 
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Chairman Barpen. Let me follow that. 

You say unless some other arrangement is made by Congress. 
that mean for Congress to subsidize ? 

_ Mr. Srernzavx. No, sir. I am referring to tariffs, quotas, p: 
tions or—— 

Chairman Barpen. We are talking about the needlework in: 

Mr. Srernsack. That is right. ere they are in comp 
As I stated in my statement—— 

Chairman Barpen. I did not want to get into a general dise 
but you said the 2214-cent needlework would go out of business 
Congress made some other arrangements. 

Mr. Srernpack. Right. 

Chairman Barpen. And if I was going to get another respon: 
thrown on me I wanted to know what it was. 

Mr. Srernzack. I believe I made it clear in my primary sta 
that if this industry cannot compete against foreign goods— 
believe that it has that foreign competition—then it is up to Cor 
I think it is the full responsibility of Congress to protect them | 
gress thinks they are worth protecting. 

Chairman Barpen. All right, the next question. 

Mr. Powetz. Now the Commonwealth of Puerto Rico, the 
of Puerto Rico and the management of Puerto Rico have got t 
up their minds, you feel, to do 1 of 2 things: 1, they have to me 
because when they do mechanize the needle industry they are 
pro and pay a decent wage. Is that right? 

r. Srernsack. This is a complicated problem. 

Mr. Powe. I know. 

Mr. Srernsack. Congressman Powell, if you are asking » 
personal opinion, I would say that the dream of solving Puertc 
problem by putting up factories, although a laudable one a 
that will help solve the problems to some extent, will not and 
solve all of the problems that face this island. Other measu 
needed besides industrialization. By that I do not mean tl 
industrialization program should not be pushed forward as | 
as ible. But I do not believe that it is the remedy for 
problems of Puerto Rico. 

Mr. Powexu. What I am trying to get at is this: That, ba 
under the Stars and Stripes, under the United States of A 
home labor on a piecework basis is 19th century. Homework 
type that I have seen here is the kind of thing that the United 

Yongress and the State legislatures have abolished on the m: 
years ago, child labor that I saw here and home sweatshops 
have seen here. To me, it means that there must be a new « 
We cannot compare any part of the United States of Ameri 
the sweatshops of the Philippines, Japan, and China. We ar 
that. This is the western part of the world. 

Mr. Srernseack. And we thoroughly agree with you and v 
that all of Congress would see it in the same light, sir. 

Mr. Powe... On the question of profits we are told that we 
increase the Commonwealth minimum wage because they wi 
to go out of business, and yet you have cited cases. 

nd I, Mr. Chairman, hate gotten the item that I gave you 
day concerning Asheville, N.C. I got the Department of Lal 
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here to get it for me from the original file. I would just like to put 
that one item in on the Rug Brokers who came here from Asheville. 

Chairman Barpven. I do not see why you went 500 miles to Asheville 
when I can find worse stuff in your backyard. 

Mr. Power... I wish you would do it and put it in the record, Mr. 
Chairman. 

Chairman Barven. I don’t even go up there any more. 

Mr. Powetu. I would just like to put that in on the rug problem. 

I would also like to put this item in, and this is from Government 
publications. This is an item concerning the American Syntex hor- 
mone business that in 1 year made a tax-exempt profit of $3,170,829. 
I would like to place that in the record, too, sir. 

Chairman Barpen. Let me say this. I think it needs to be said 
at this time: 

It certainly was not my mission—nor do I think it was in the minds 
of the members when we came to Puerto Rico—to attack or criticize 
or try to stir ton or disagreement with policies of the Com- 
monwealth of Puerto Rico, policies adopted within the limits of the 
law creating that Commonwealth. 

I frankly feel it is in bad taste for a representative of the United 
States Government, in an official capacity, to be spottedly critical of 
ere om followed by a legislature duly elected by the people of Puerto 

ico. 

I must also say I have faith in the legislature of the Commonwealth 
of Puerto Rico. I have faith in the people who elected those legisla- 
tors. They are representative of the people; they are close to their 
people; they come from among their people. Who am I to come from 
far away, coming here to learn something—should I immediately 
launch into a criticism of certain acts of the duly elected Puerto Rican 
legislature ? 

I am quite sure we could turn to acts of Congress and be critical of 
them. But I have the feeling we are not serving a good purpose if 
we—even by indirection—arouse discontent or skepticism or suspicion 
about the policy of the local legislative body which is, as I said a 
moment ago, a democratically elected body of the Commonwealth of 
Puerto Rico. And I respect them as much as I could ever expect them 
to respect me. I respect their integrity. I respect their wisdom. 

I am sorry I had to say this, but I think when we cross the border- 
line we are out of bounds. These are matters we should leave to the 
good people of Puerto Rico and their representatives. They can put 
them out of office just like our people can put us out of office. If they 
do not like what they do they change them. If your constituents do 
not like what you do you go out, and the same for me. That is the 
way it should be. 

But I am not coming from stateside to be a bouncer or to encourage 
that process. I would not appreciate their coming up and bouncing me 
either. 

I said that because someone could take little excerpts of this kind, 
unexplained, disconnected, and create a pretty bad picture. I could 
take maybe the first paragraph of a speech you made, half of the fourth 
one, one sentence out of the last one, and it would sound awful. These 
things sound close to taking something out of context. I know you do 
not intend to do it, and I know no member of the committee would do 
it. But I fear that if we do not keep in mind our purpose here, which 
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is to get information and to help, then I get a little bit nervous 
where we might wind up. 

Mr. Roosevetr. Would the gentleman yield for a question ? 

Mr. Powerit. Yes. 

Mr. Rooseverr. It is my understanding that the original Con 
wealth agreement gave Federal sanction to the Federal Governn 
exemption of taxes on its level, and then gave the local governme: 
right to do what it wanted, very similar to State powers, on its 
And, unless I am mistaken, what Mr. Powell was suggesting wa 
the Federal exemption—which is not a criticism of the Commonv 
government in any manner—but it was a question as to wheth« 
Federal Government should continue to give its Federal exempt 
industries which are making untaxed profits, and perhaps not tl 
tire responsibility on a social basis. 

That, I think, is a point, and I think it is a fact which, if br 
out, might be of value to the committee. 

Chairman Barven. Yes, but that seems out of place, and m 
rather disinteresting to a Puerto Rican audience. That is some 
you and I should battle out on the floor of the House of Repre 
tives and not in Puerto Rico. 

Mr. Roosgvetr. Except as it applies to the position that they - 
take on the minimum wage. In other words, if they could sh 
that these industries are not paying the salaries which they s 
under a minimum-wage law, then perhaps another way to atta 
minimum-wage problem would be to also look at the tax probler 
Federal level. 

Chairman Barpen. I have never regarded the two as bein; 
nected. 

But if you are going into that matter, gentlemen, you migh 
as well plan to spend Christmas down here, because you will n 
through with it. 

Mr. Powe. May I proceed now? 

Chairman Barpen. Yes. 

Mr. Powetx. I would just like to say that I appreciate ever 
the chairman has said. 

gent chairman evidently did not understand what I was t: 
about. 

I said nothing about the legislature of the Commonwealth, m 
whom I know individually and have known for years, the spea 
the House and the President of the Senate. 

I merely was pointing out, as my colleague Congressman Roc 
indicated, that ee is a Federal tax exemption, and that is a F 
problem. As long as there are people who say they cannc 
certain wages because their profits would be in danger, I thin 
germane that we point out that there are profits being made h 
cause of Federal legislation, not Commonwealth legislation. 
that is why I raised that question then, and will raise it again 

Chairman Barpen. As I understand it, these industries a 
empted from Puerto Rican taxes. That is what most of the refe 
have been to. They are exempted by the Puerto Rican gover 
And I say that is something that you and I ought not have anytl 
do with. 

Mr. Powe. That is right. 

Mrs. Green. Would the gentleman yield? 
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Mr. Powg.u. Yes. 

Mrs. Green. May I ask unanimous consent to have inserted in the 
record at this point a statement made by Mr. Bennett in the Con- 
gressional Record of February 8 on tax exemptions in Puerto Rico? 

Chairman Barpen. Who is that? 

Mrs. GREEN. Senator Bennett of Utah. 

Chairman Barpen. Was it in the Congressional Record ? 

Mrs. GREEN. Yes. 

Chairman Barpen. Then I presume it can go in this record. 

(The material referred to is as follows :) 


{From the Congressional Record, February 8, 1955] 
Tax EXEMPTIONS IN PuEeRTO Rico 


Mr. BeNnNeETT. Mr. President, the junior Senator from Utah rises to remark 
the twilight of a principle that most of us have always accepted as everlasting, a 
principle contained in the famous phrase, “There is nothing more certain than 
death and taxes.” 

Death we still have with us, but those of us who have accepted taxes as inevi- 
table and eternal have reckoned without the genius of a great American tax 
authority, Mr. Beardsley Ruml. This history-making achievement deserves re- 
porting in Mr. Ruml’s own words, which I shall read from an advertisement 
which has appeared recently in several of our more forward-looking weekly mag- 
azines and daily newspapers. The text I have before me appeared in the New 
York Times of Sunday, January 23, 1955. 

The headline reads “Now Puerto Rico Offers a 100-Percent Tax Exemption to 
New Industry.” 

It is written by Mr. Beardsley Ruml. 

It continues: 

“*We do not want runaway industry,’ says Governor Munoz, ‘but we want 
new and expanding industries. To get them we promise freedom from all taxes, 
local and Federal.’ ” 

Let me repeat the heart of Mr. Ruml’s achievement so that its full import 
will sink in: 

“We want new and expanding industries. To get them we promise freedom 
from all taxes, local and Federal.” 

No wonder another American businessman, now resident of Puerto Rico, can 
be quoted in the advertisement as having said, “The climate is probably as 
close to paradise as man will ever see.” If he refers to the tax climate, this is a 
modest understatement. It is paradise, pure and undefiled. 

Lest any reader should believe this is mere enthusiasm, the advertisement 
features a box, setting forth in cold figures the glorious prospects. First it gives 
examples of “how corporate tax exemption boosts profits.” One of these says 
that if a mainland corporation’s profit after United States corporate income 
tax is $485,500, its net profit in Puerto Rico would be $1 million, a gain of 106 
percent, 

But this is only the beginning. In this paradise they have dividend tax exemp- 
tion, too. These twin exemptions, corporate and dividend, can really produce a 
money miracle. 

Consider first the case of a mainlander who is the sole owner of a corporation 
earning $1 million a year. On the mainland, after corporate taxes, this will 
shrink to $480,000; and if he pays all that to himself as a dividend, he has less 
than $70,000 to spend, 7 percent for himself and 93 percent for Uncle Sam. 

And then he reads Ruml’s advertisement and moves his corporation and him- 
self to paradise. Here he begins and ends—with his million intact, tax-free— 
14 times better off than he was. All this is also explained with beautiful figures 
in another section of the advertisement captioned “How Dividend Tax Exemption 
Boosts Income.” 

But lest the reader of the advertisement be left to believe that these figures are 
theoretical only, Mr. Ruml quotes a specific instance of an actual blessing that 
has already come to pass. 

He says: 

“A recent analysis for one Ohio firm revealed that due to tax exemption and 
operating economies, it will increase its net profit from $187,000 to $442,000 a 
year by locating its plant in Puerto Rico.” 
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As a member of the Senate Finance Committee, Mr. President, I fee 
responsibility for our Federal income-tax structure, which Mr. Ruml di 
so lightheartedly. Therefore, I have rapidly developed what might be 
professional curiosity about what goes on. This speech is in the natu 
very preliminary report. 

First, why can Puerto Rico offer Federal tax-exemptions to emigrant m: 
industries? The first step was taken approximately 36 years ago in the. 
act, which provided that residents of Puerto Rico, who by the act also 
American citizens, would not be subject to the Federal income tax. 

However, the real gimmick appeared in 1950, when the law was cha: 
provide that citizens born or naturalized anywhere in the United Stat 
who later became residents of Puerto Rico, could enjoy the same ex 
privilege with respect to income earned from sources within Puerto R 
similar privilege was provided for corporations. These provisions were a 
in the 1954 Revenue Act, specifically by sections 931, 932, and 933 of the I 
Revenue Code of 1954. 

Does that mean that all such citizens and corporations during these yea 
escaped income tax in Puerto Rico? By no means—because the Commor 
has set up its own system of Commonwealth income taxes roughly par 
our own, and we can assume that, at least until recently, these taxes ha 
applied for the benefit of the revenue of the Commonwealth. 

sut the Puerto Rican tax structure is fearfully and wonderfully made 
contains a most unusual feature known as “industrial tax exemptions.’ 
permits the government of the island to give complete exemptions from the 
Rican individual or corporate income tax, or any other island taxes, to 
derived from investments in Puerto Rico. Under the Puerto Rican law, 
vestment must be unique in Puerto Rico, or of a type the government | 
will aid the economy. It is this feature of the act which Mr. Ruml r 
vertises in leading American papers and magazines as an inducement for 
can industry to come to Puerto Rico. The fact that the government rese1 
right to give this exemption at all constitutes a frightening departure f: 
principle of equality before the law on which our whole theory of A1 
taxation is based. This is empirical bureaucratic determination of be 
obligations, which anyone with a ready imagination can translate into p 
official favoritism. To quote the advertisement again: 

“To get all the facts and find out whether you and your company w 
eligible for complete tax exemption, mail the coupon below.” 

The address, of course, is 579 Fifth Avenue, New York 17, N. Y. 

Mr. Rum! in his advertisement, says: 

“This is perhaps Puerto Rico’s finest hour and the United States m 
turers who decide to become a part of it will not go unrewarded financ 
spiritually.” 

There is no question about the financial regard, but since the blatant 
this advertisement is tax avoidance, I question the spiritual benefits, even 
the advertisement steers close to the wind of morality and quotes G 
Mufioz as saying, “We do not want runaway industry.” 

As though this were not paradise enough, Puerto Rico offers really 
the lily. To quote the advertisement again: 

“The Commonwealth will leave no stone unturned to get you started. 
build a factory for you. It will help you secure finance. It will even sc 
applicants for you—and then train them to operate your machines.” 

There is at least an inference in these statements that this will be don 
without cost or a rate below the corresponding rate on the mainland 
there are still more blessings to come tumbling out of this golden cor 
Puerto Rico is not bound by our Federal minimum-wage laws. Its ave 
dustrial wage rate is about 45 cents an hour as compared with about § 
hour for similar industries on the mainland, and costs will reflect th 
competitive advantage. No taxes—low wages. Let us stop and add this 1 

“Come to Puerto Rico,” says the government of the Commonwealth. 
finance your company, build your building, train your people, all at gov 
expense. Then you can build larger profits on a wage scale two-third 
that on the mainland, and we will exempt the whole shebang from any 
factory, corporate profits, and dividends—provided we like you well en 
agree that your company is either unique or of a type that will aid the e 
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So long as the tax and other advantages given in Puerto Rico operated largely, 
if not solely, to increase the standard of living in the Commonwealth, we in the 
Congress, and specifically in the Senate Finance Committee, could probably main- 
tain a benevolent blindness to its effect on the Federal revenue, but when official 
advertisements, which quote the Governor and carry the authoritative hallmark 
of Mr. Beardsley Rum, are printed in mainland newspapers, inviting persons and 
corporations from the mainland to come to Puerto Rico and escape from their 
share of the tax burden that is being borne by all of us who remain on our native 
mainland soil, including all corporations and most American wage earners, I 
think it is time the whole problem is carefully studied. 

Exemption of native-born Puerto Ricans and their emigrant ex-mainland 
neighbors is not the only fiscal advantage this Commonwealth has been given. 
Its most conspicuous export to the mainland has been the native rum on which 
the American liquor stamp tax amounts to approximately $16 million a year. 
We obligingly collect this tax and then turn right around and give it back, in 
full, to the Puerto Rican government. 

On the surface, this adds up to paradise all right, but maybe this paradise, 
like the one in Genesis, will not last forever. 

Though the advertisement does not say so, the present Puerto Rican tax- 
exemption law will provide complete 100 percent exemption only until June 30, 
1959, then it will fall rapidly—1 year at 75 percent, 1 year at 50 percent, 1 year 
at 25 percent, and after June 30, 1962—nothing. But, of course, they can always 
extend the period, as we do so well here in Congress. 

And there have been other doubts cast on the accuracy of the advertisement. 
When it appeared in the New York Times on January 23, it said in further 
describing this paradise: 

“The swimming, sailing, and fishing are out of this world—and your wife will 
rejoice to hear that domestic help is abundant.” 

Only 2 days later, January 25, there appeared in the Washington Post, a 
George Dixon column entitled “The Big Switch” which said: 

“New York’s Puerto Rican problem had its genesis in the servant shortage— 
the ladies of Manhattan yearned so desperately for serf-like nursemaids, scullery 
maids, cooks, butlers, and general suckers of all work that they began importing 
Puerto Ricans in clusters, like coconuts—the movement finally reached such 
proportion that one of the most ironic switches imaginable has come to pass. 
The Puerto Ricans are now trying to import servants from the Dominican 
Republic.” 

So, sadly, we must read Mr. Ruml’s advertisement, with Mr. Dixon’s correction, 
as follows: 

“And your wife will rejoice to hear that domestic help is abundant if you can ° 
find it in the Dominican Republic.” 

I think it is time this whole thing is carefully reviewed. There is considerable 
potential loss of Federal revenue inherent in this situation. Not only will we 
lose the tax income from those who emigrate to Puerto Rico, but to the extent 
that wage and tax advantages there are translated into lower competitive prices, 
we may find our income from taxes paid by their mainland competitors reduced. 

Finally, I am intrigued by Mr. Ruml’s sponsorship of such an advertisement. 
By the ordinary American income taxpayer, he is remembered as the father of 
“pay as you go,” and the withholding tax. Now, to the favored emigrant to 
Puerto Rico he says, “If you go, you don’t have to pay.” I confess, I am coming 
to look with a jaundiced eye at this conception of a taxless Eden, with its twin 
angels—rum and Ruml. 

This is a situation we must watch. 


CONGRESS OF THE UNITED STATES, 
House or REPRESENTATIVES, 
Washington, D. C., January 16, 1956. 
Mr. Frep Hussey, 
Chief Clerk, Committee on Labor and Education, 
House of Representatives, 
Washington, D. C. 


Dear Mr. Hussey: During the hearings held in San Juan on the Federal mini- 
mum wage question as applicable to Puerto Rico, it was agreed that Senator 
Bennett’s speech on tax exemption in Puerto Rico delivered in the Senate on Feb- 
ruary 8, 1955, would be incorporated as a part of the record of the committee 
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hearings. It was also agreed that my reply to Senator Bennett by let 
March 16, 1955, would likewise be incorporated in the record. 
Accordingly, I am forwarding to you for such inclusion in the comm 
record Senator Bennett’s speech and my reply to him. 
Sincerely, 
A. Frern6és-Isern, 
Resident Commissic 


(Editor’s note: The article referred to, Senator Bennett’s s; 
having been made a part of the printed record, at p. 205, 1 
repeated. Dr. Fernés’ letter follows :) 

Marca 16, 1 
Hon. WALAcE F, BENNETT, 
United States Senate, 
Washington, D. C. 


Dear SENATOR BENNETT: Although some little time has elapsed, I beg to 
reference to your recent address before the Senate on the question « 
“gaa in Puerto Rico, as it appeared in the Congressional Record, Fel 

, 1955. 

I agree that the language, “we promise freedom from all taxes—loc: 
Federal,” used in the advertisement mentioned in your statement co 
interpreted that the Commonwealth of Puerto Rico has the power to 
exemption from Federal taxes. Of course, this is not the case. I am 
sorry that such confusing language may have been used. The fact is Puert 
is not included in the taxing area of the United States. The Common’ 
Government may only exempt taxpayers from Commonwealth taxes. 

The statement that the Commonwealth of Puerto Rico is not included 
taxing area of the United States must be qualified by observing that all re: 
of Puerto Rico are subject to the Federal income tax on income derive; 
sources outside of Puerto Rico. This includes income derived from bi 
investments or business enterprises in foreign countries by residents 
Commonwealth, as well as Federal salaries earned in Puerto Rico by res 
thereof. Federal revenues from these sources, I am informed, exces 
million per year. Prior to 1950, native citizens of the Commonwealtl 
not subject to this tax. 

As you know, citizens of the Commonwealth of Puerto Rico are citizens 
United States, while mainland-born citizens of the United States who es' 
residence in Puerto Rico become citizens of the Commonwealth after 1 
Both the Commonwealth and Federal laws apply to all in Puerto Rico, e 
wherever born. This is as it should be. 

Tax exempitons granted by the Commonwealth do not reach beyond tl 
graphical limits of the Commonwealth. It is impossible, therefore, ths 
dents of the mainland, in any way, may be exempt from Federal incom 
by virtue of laws of the Commonwealth, regardless of whether they 
income from investments in Puerto Rico or elsewhere, be they individ 
corporations. It is only in the case that a resident of the mainland may 
fer residence to Puerto Rico that his income derived from within Puert 
is not subject to Federal tax. I submit, therefore, that the industr 
exemption law of the Commonwealth of Puerto Rico referred to in you 
ment, applying as it does only to Commonwealth taxes, has no effect on | 
structure of the United States. Moreover, tax exemption in Puerto | 
granted only to new industries established therein, and for a limited pe 
time, on the condition that their establishment in Puerto Rico is not a rel 
of a mainland plant. This is a rule strictly interpreted and adhered to 
Commonwealth government. I shall not mention specific cases to illustra 
but I would be glad to further expand on the subject if the occasion arises 

The Commonwealth covernment needs taxes. It has tremendous public 
burdens to carry. Puerto Rico spends 40 percent of its annual budget 
school system alone. Yet, itis not enough. School facilities in Puerto Ri 
improved tremendously through the years, but we still have a long road to 
The average per capita income in Puerto Rico, although improved subst: 
in the last decade, remains far below the income of the lowest income § 
the Union, while at comparable levels of existence, the cost of living in 
Rico is higher than in Washington, D. C., according to statistics prov 
the United States Labor Department. It is not with exultation, but ra 
eall of sheer necessity, that the Commonwealth government decided on 
exemption program. 
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Jobs must be created in Puerto Rico. For a population of 2,200,000 people, 
Puerto Rico has only 3,500 square miles of unexpandible living space, much of 
it untillable. Obviously, agriculture alone cannot support this population, as 
we tried to make it do for so many years with the result of ever-increasing un- 
employment, underemployment, and an intolerably low standard of living. In 
spite of Operation Bootstrap, as we call our development program, and in spite 
of heavy migration to the mainland, the number of chronically unemployed in 
Puerto Rico is still 75,000. The number of chronically underemployed is 125,000. 
To create jobs, we must attract mainland capital for industrial expansion. As 
an inducement, temporary tax exemption is offered to those who qualify. Itisa 
sacrifice we must make in quest of a solution to an overwhelming problem. 

We are forced by necessity to accept lower wages in Puerto Rico than in the 
mainland. We have not the 100-year-old industrial foundation of the mainland. 
Painfully, we have learned that a wage lower than in the mainland is better 
than no wage at all, which would be the result if we attempted to maintain 
mainland wage levels. Federal law provides that wages in Puerto Rico may not 
be so low as to give Puerto Rico industries an advantage over mainland indus- 
tries nor so high as to kill the industries. Such determination is made by in- 
dustry committees appointed by the United States Secretary of Labor. 

In spite of industrialization efforts, heavy migration has continued to the main- 
land in quest of jobs. It shows simply that ours is a long and strenuous 
struggle; that tragic economic and social results would accrue were obstacles 
placed before our industrialization efforts; that it will take years before we 
shall be able to cope witt nemployment and before unemployment ceases to 
eject people from the island. Still, we are encouraged that there has been 
continuing improvement. 

May I emphasize that bettered economic conditions in Puerto Rico, even to 
the very modest extent accomplished, has been of considerable benefit to the 
United States mainland. Puerto Rico purchases now, annually, about half a 
billion dollars in goods from the mainland; more than any other country in the 
new world except Canada and Mexico. It has been estimated that no less than 
200,000 jobs exist in the mainland because of purchases by Puerto Rico. Those 
purchases have increased since 1940, when they totaled $65 million, to $400 
million in 1950. Today they exceed $600 million. 

If the Commonwealth government has been culpable in the matter of granting 
tax exemptions, it has been in that the policy has been too strict, and in that it 
has rigidly refused to grant tax exemption to industries not clearly covered 
by the law. Any change of favoritism would be inconsistent with the facts. 

On the question of the tax on rum shipped from Puerto Rico to the mainland, 
I wish to repeat that, in accordance with the policy of the United States Con- 
gress toward Puerto Rico since 1900, the tax laws of the United States do not 
apply in Puerto Rico. The only exception is the United States income tax law, 
applicable on income derived by residents of Puerto Rico from sources outside 
Puerto Rico which receipts are covered into the Federal Treasury. Rum shipped 
from Puerto Rico to the United States is subject, however, to a tax paid in 
Puerto Rico before shipment, equal to the tax on whisky under United States 
internal revenue laws. Obviously, this is for protective reasons. For equal 
reasons, customs rates in Puerto Rico on foreign goods are equal to those of conti- 
nental United States. The Commonwealth may not alter these rates. Other 
taxes in Puerto Rico are determined by the Commonwealth. Although no cus- 
toms barrier exists between Puerto Rico and the mainland, and no restriction 
whatever is placed on the importation of any article of merchandise into Puerto 
Rico from the mainland, there is a quantitative restriction imposed on the amount 
of sugar Puerto Rico may ship to the mainland. 

Sugar is the most important product of Puerto Rico. It is the economic main- 
stay. The quota on raw sugar limits Puerto Rico to a production of much less 
sugar than it is able to produce. As a result of the quota, there is, at present 
in Puerto Rico, a carryover of 150,000 tons of raw sugar which Puerto Rico is 
unable to sell, besides 80,000 tons in cane fields which it has been unable to har- 
vest. Puerto Rico has for years been in the same situation as the beet-sugar areas 
and the mainland cane areas are now. These, aS you know, are energetically 
trying to have their quotas increased. 

I do not question the broad general merits of the sugar-quota system. It isa 
good law even though I believe domestic quotas, including Puerto Rico’s quota, 
are too low notwithstanding benefit payments under the Sugar Act. But in 
addition to this quota on total sugar production, Puerto Rico is restricted with- 
out compensation from refining its own sugar, except for a small amount. This 
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restriction does not apply to the mainland. Of our total quota of 1,080,00 
not more than 126,000 tons can be refined in the island. , 

The mainland may refine all its sugar in addition to that imported fré 
Philippines and Cuba plus most of Puerto Rico’s. Were only Puerto Ri 
mitted to refine its total production, the estimated increased annual inc 
the local economy is at least $20 million. Prevented from developing t 
most obviously natural industry in Puerto Rico, it is understandable that 
Rico tries to enter other industrial fields. It is hardly conceivable that vy 
also be prevented from implementing the necessary programs for industrial 
along other lines, even at the sacrifice of foregoing taxes and accepting 
wages than in the mainland. Somehow Puerto Rico must earn the dol! 
buy what it needs from continental United States—from all the States, 

I submit, therefore, that if at any time it becomes desirable to reexamin 
relations now existing between the Commonwealth of Puerto Rico and the 
land, consideration should be given to all aspects and implications of the | 
problem, since such aspects and implications are all interrelated and bea 
the political relations, as well as to one another. Present economic an 
relationships between continental United States and Puerto Rico, in their 
mental aspects have existed for more than half a century, and I agree th 
entirely possible that reexamination for readjustments may be timely. I 
case, the Commonwealth of Puerto Rico, through its duly elected represent 
would be most willing to present its points of view. 

In the meantime, if I may be of any help to you in furnishing pertin 
formation, I should be most pleased and willing to do so. 

Sincerely yours, 
A. Frern6s-Isern 
Resident Commissi 


Mr. Powe.x. I want to ask you one last question. 

Is there any union organization, AFL, CIO, or independent, 
homeworkers in the needle industry ? 

Mr. Sternpack. I believe there is just one local union that I 
of covering a couple of hundred people. That is about all I kn 

Mr. Poweii. Where is that ? 

Mr. Sternpack. Well, around the Mayaguez district. 

Mr. Powe tt. Is there any strength to it at all ? 

Mr. Strernpack. None whatsoever. You cannot organize 
workers. 

Mr. Powretx. You cannot organize homeworkers ? 

Mr. Sternwack. No. 

Mr. Powetx. Thank you. 

Mrs. Green. Would the gentleman from New York yield f 
question ¢ 

Mr. Powetu. I yield to you permanently. 

Chairman Barven. If you yield the floor 

Mrs. Green. I just want one thing. 

Commissioner Ferndés has said that he had a letter in ans 
Mr. Bennett’s statement, and it seems to me, in all fairness, t! 
should also have Mr. Fernés’ letter included in the record imme 
following Mr. Bennett’s speech, which was in the Congre: 
Record. I would ask unanimous consent that that be done. 

Chairman Barpen. I think fair play demands that that be 
and that shall be entered, Dr. Ferndés. 

(The letter referred to has been made a part of the record, fol 
the article by Senator Bennett, p. 208.) 

Mr. Poweix. Thank you, Mr. Chairman. 

Chairman Barpven. Gedaeal Smith ? 

Mr. Smirn. What business were you engaged in before you ¢ 
Puerto Rico? 
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Mr. Srernpack. I was a labor organizer, sir. 

Mr. Smiru. Where ? 

Mr. Srernpack. New York City. 

Mr. Smiru. For how long? 

Mr. Srernpack. For about a year and a half. 

Mr. Smiru. Where were you in 1940? 

Mr. Srernsack. In 1940 I was working for the United States 
Government. 

Mr. Smiru. In what capacity ? 

Mr. Srernpack. In charge of the balsa-wood program. 

Mr. Smirn. What? 

Mr. Srernpack. The balsa-wood program in Equador, South Amer- 
ica. 

Let me get my dates right. 

I am sorry; I will retract that. That was a little later. 

Mr. Smiru. You left the United States Government voluntarily ? 

Mr. Sternsack. I beg your pardon ? 

Mr. Smrrn. You left the employ of the United States Government 
voluntarily ¢ 

Mr. Sternpack. I did. 

Mr. Sairu. You have a packinghouse union here in San Juan? 

Mr. SrernBack. We do, sir. 

Mr. Smrru. Of how many members? 

Mr. Sternsack. They have about, I should judge, 65,000 members. 

Mr. Smirn. And are they engaged in the same kind of packinghouse 
work that the people in the States are? 

Mr. Sternpack. No, sir. 

Mr. Smirn. What do they do here? 

Mr. Srernpack. They are engaged in some work similar to unions 
that belong to the packinghouse workers in the United States. The 
packinghouse union in the United States has the sugar refineries or 
some of the sugar refineries of the United States. So they have juris- 
diction over food, sugar refining, and such similar occupations. 

Mr. Smirn. Now | want to get this perfectly straight as to what I 
understand because at the moment I don’t quite understand it. 

You say that for every dollar paid in wages in Puerto Rico that the 
net profit of the employer is 90 percent? 

Mr, Srernpack. No, sir; 90 cents approximately on a dollar of the 
wage and salary bill of all the private sector. 

Mr. Smrrn. If there are any employers in the room, for every dollar 
that they pay in wages they make 90 cents profit ? 

Mr. Srernpack. No, sir. That is the average made. 

Mr. Smiru. That is the average. That is net profit? 

Mr. Srernsack. Net profit. 

Mr. Smiru. After all supplies, taxes, and everything are paid they 
still make 90 cents ? 

Mr. Srernpack. That is what the Statistical Yearbook says. 

Mr. Smiru. I just don’t believe it. If that were true I don’t see 
why everybody in the United States does not come down here. 

Mr. Srernsack. Wait a while, Congressman. They probably will. 

Mr. Smrru. Now you said there were a lot of other social problems 
down here in Puerto Rico. I wish we had the time. I would like to 
hear what you say the other social program is down here besides indus- 
trialization. 


o 
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Mr. Srernzack. I would be very glad to, if you would give n 
time. 

Mr. Smirn. We haven’t got the time. 

Chairman Barpen. Mrs. Green ? 

Mrs. Green. Mr. Chairman, I have no question but I certainly ' 
like to commend Mr. Sternback for his very, very fine present 
and also for the facts which he has presented which he has obt 
from reliable sources. 

This is the kind of figures which I have been looking for a 
week, and I think that they will help me a great deal in making 1 
mind as to what should be done in the Commonwealth. 

Mr. Srernwack. Thank you, Congresswoman. 

Chairman Barpen. Mr. Bosch? 

Mr. Boscu. No questions. 

Chairman Barpen. Mr. Roosevelt? 

Mr. Roosrevetr. Mr. Sternback, I join with my colleagues in 
mending you for your fine statement. 

I would like to ask a couple of very brief questions. 

First, in your opinion, would the assignment of a permanent 1 
for each industry board or a permanent secretary be of assista 
the administration of these industry boards? 

Mr. SternBack. Congressman Roosevelt, a change in the pro 
has only recently been made. I believe the wisest thing to dc 
gain a little experience as to how it functions right now befo: 
opinion can actually be formed as to whether that procedure v 
successful or not. 

Mr. Roosrvetr. Could you tell me one other thing: I unde 
that 2 years ago the Commonwealth government had to appro 
$25,000 in order to pay the expenses of what was purely a F 
function, and that this next year they appropriated $100,000 
although all of it was not, I understand, used up. 

We are not, as you know, an appropriation committee. But 
some of that have been cured perhaps if we made specific appoint 
such as this in the procedure so that we would have a federally 
tioning board rather than money coming partly from a Common’ 
source and partly from the Federal source ? 

Mr. Srernspack. Mr. Roosevelt, I had the honor of having 
thing to do with that measure and to be consulted on it. I tl 
can speak for the Governor and remember almost exactly what t 
on those occasions, that he asked the Legislature of Puerto Rico t 
that money to be used in any way possible to help increase the effi 
of the industry committees and make up any deficiency in the } 
which occurred before another fiscal year started, and that, no 1 
what the recommendations were, the money could be used. 

When the appropriation was first made I understand certair 
obstacles arose. And it was finally decided that the local people 
pay for the rental of the hall, for the stenographic record an 
things, but no salaries and things which would complicate the p 
Whether that has been clarified or not I do not know. But, fr 
point of view of the Puerto Rican government, of which I do no 
a part, but which I am close to, I think I can say that they are v 
to let that money be used as best it can be used at the discretion 
Secretary of Labor of the United States. 
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Mr. Roosevett. One last question, sir. 

Would it be feasible, in your opinion, if the Congress were to make 
a list of the industries that were exempt in Puerto Rico from the 25- 
cent-an-hour increase that you have recommended? Would such a 
list of exemptions become totally unmanageable, or do you think that 
it could be restricted, at least over a given period of time, to give those 
industries an opportunity to perhaps convert to other work? 

Mr. Sternsack. My immediate reaction to that would be that it 
would not work, Congressman Roosevelt. It would have a tendency 
to prejudice either the new industries or, otherwise, the old ones. 
There are old industries that are very profitable, and there are old 
industries that are not so profitable. 

The same thing is true among the new tax-exempt industries. Any 
attempt to put one group apart and say that you can legislate as to 
those a little stronger than you can the other group, I think, would be 
prejudicial to the economy and to the industrial program of Puerto 
Rico, 

Mr. Roosevetr. In other words, you feel that if we followed your 
advice of raising the minimum 25 cents an hour that the dislocations 
in employment, if we did not grant any exemptions even for a limited 
oer would not be of sufficient importance to affect the total unem- 
ployment figure of Puerto Rico? 

Mr. Sternpack. If we were to use the same criteria as stated in the 
old law—I believe held over in the new one—that it shall not cause 
substantial unemployment, and you took the whole economy of Puerto 
Rico and applied a 25-cent across-the-board increase to all minimums, 
it will not cause substantial unemployment. 

Mr. Roosrvetr. Have you ever made a study of that so you could 
give us figures of the industries and the employment that would be 
affected by such a list ? 

Mr. Srernpack. It can be done. We will be glad to give you such 
a brief if you allow the time necessary to draw it up. 

Mr. Roosevet. I think it would be very helpful in the committee’s 
deliberations. 

That is all, Mr. Chairman. 

Mr. Srernpack. I would like, if the chairman would permit me, to 
elaborate on this one point. 

I have served on a good number of industry committees. Among 
those of us who have been members, we refer to a certain sector of the 
economy of Puerto Rico that always shows up to give testimony as the 
crying towel brigade. There are people in any particular industry 
that is being studied who never show up to give testimony. The ones 
who do show up are the ones who happen to be on the poorer side of 
the picture, so that the industry committee has a tendency to make its 
judgment on the evidence before it, and, having none of the other 
evidence, the weight of the evidence is toward the poorer industries. 

I feel that to some extent this committee has been placed unwittingly 
in a similar position in gathering information concerning the ability 
of the Puerto Rican economy to stand that across-the-board 25-cent 
increase, except for a witness that I know is coming up after me, 
who may speak against that increase, but who represents an industry 
that can pay it, in my estimation. All the other witnesses have been 
from the poorest sector of the economy. 
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I wish you would keep in mind and remember that many indus‘ 
that exist here, those that have existed and those who are new | 
but have been making large profits, as pointed out in the testim 
have not come anywhere near this committee to say that they o 
not pay the minimum wage that labor is asking for. 

Mr. Roosrevett. Thank you, Mr. Chairman. 

Chairman Barpen. Mr. Coon? 

Mr. Coon. I have just two questions, Mr. Chairman. 

You have spent quite a little time reading some statistics 1 
studies in 1949 about the economy of the island. Why did you 
read us some figures from 1954 and 1955? 

That was 5 or 6 years ago. 

Mr. Srernsack. Nosimilar study was made. That is, no exhau 
study was made by Dr. Roberts and Mr. Phinney at that time. 

Mr. Coon. You said that there had been practically no cha 
since 1949. But the people down here tell me there have been n 
improvements since 1949. 

Mr. Srernpack. If you go back to the record, what I said was 
undoubtedly there was improvement, but in my own opinion 1 
weren’t any material changes. That is, although changes have t 
place, materially those people are still in substandard living condit 

Mr. Coon. The people here have been telling me about the 
improvements you have made in the last 5 or 6 years. 

I just wanted to ask you one other question. 

You said you believed there should be legislation to increas 
income of farmers so that they would not have to have some « 
work on the side. I want to know what your program is to inc 
the income of these farmers. 

Mr. Srernzack. I did not make that statement. 

Mr. Coon. I think you made some statement on that. 

Mr. Sterneack. I made a statement in connection with the tob 
stemming industry, where I stated that the problem involved thx 
that the price of the tobacco leaf is high because of the poor ag 
tural methods and the high cost of producing the leaf on the | 

Mr. Coon. What I am referring to is when you said there s| 
not be any necessity for the farmers to make additional income 
the farm ladies to take homework at home to the farm. 

Mr. Srernpack. I did not make that statement. 

The previous witness made that statement. 

But, Mr. Coon, I would go this far, and say that when we are s 
ing about my members and whether my recommendation of 25 
across the board would not affect the industries that I represent 
it would close other industries that I do not represent, wish t 
that the workers in the home-needlework industry, although n: 
rectly in my organization, for a large part are the wives, daug 
and children of the members of my organization. 

I believe that it is a social problem. And I believe that the 
allowing an industry whose total payroll is $3 million, a fracti 
the total payroll on the island, to influence the decision as to 
should be the rightful minimum wage paid to a whole sector « 
economy. 

Mr. Coon. I wrote down here that you proposed to raise the 
cultural income, and it was not the former witness. It was y 
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don’t remember the exact words you said. I wanted to know your 
program for raising the agricultural income. 

Mr. Srernpack. If the Congressman would care to, I would read 
the statement over. 

Mr. Coon. No; it would be too lengthy. I do not want to detain 
the committee that long. 

That is all Mr. Chairman. 

Chairman Barpen. Mr. Metcalf? 

Mr. Mercartr. Mr. Chairman, I join my colleagues in thanking the 
gentleman and the group that he has brought with him for presenting 
this informative testimony to the committee. 

I assure you, Mr. Sternback, that your information will be helpful 
in our consideration of this very complex and difficult problem. 

Thank you, I have no questions. 

Chairman Barpen. I hesitate to mention something because they 
always bounce on the farmers when that term is used, but the lowest 
paid people I know of in the United States are those people who, by 
hard work and long hours, provide the food for you and me to eat. 

Mr. Srernpack. And which the A. F. of L. and the CIO claim have 
a right to the same protection that industrial workers have. 

Chairman Barven. If you will work out some sensible protection 
that you can provide, other than collecting dues from them, I wish 
you would let me know what it is. 

Mr. Srernpack. I believe measures have been suggested. 

Mr. Meroatr. Mr. Chairman, we have heard here that the needle- 
work industry is not competitive with any similar industry in the 
United States. But if Secretary Benson does not do something about 
the farmers in the United States the farm wives are going to have to 
go into the needlework industry. 

Chairman Barpen. They have been in the needlework industry. 

Thank you, sir, for your testimony. 

Mr. Strernspack. May I turn to you, Mr. Chairman, and thank the 
members of the committee for the attention they have given us, and 
courtesy, in the name of myself and fellow workers. 

Chairman Barpen. Mr. Sierra ? 


STATEMENT OF FERNANDO SIERRA BERDECIA, SECRETARY OF 
LABOR FOR THE COMMONWEALTH OF PUERTO RICO 


Mr. Srerra. My name is Fernando Sierra Berdecia. I am sec- 
retary of labor of the Commonwealth of Puerto Rico. 

Mr. Chairman, Mrs. Green, and distinguished members of the com- 
mittee, to the official welcome which the Commonwealth has extended 
you may I add my personal greeting. We also welcome the constant 
interest of Congress in us and our problems. 

I cannot help but think back to November of 1949 when a subcom- 
mittee of this committee visited Puerto Rico and saw at firsthand what 
we were trying to do here. Some of you, if my memory is good, are 
here again today. 

I am sure that in the brief time you have been here the change from 
1949 is apparent. You arrived at our new airport; you could not help 
but observe the new roads, public buildings, bridges, low-cost housing 
projects, the progress which has been made in slum clearance and in 
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sanitation and in building new schools. No doubt you have 
noticed television aerials and air-conditioning at every hand. 
see activity. You see new plants. You see all kinds of mai 
products being distributed and serviced. 

The physical indications are that Puerto Rico is on the move. ' 
are many other improvements which are not visible and which « 
a larger sense, even more significant than those which are v 
I shall turn to these in a moment, but, for those of you who hav 
been here before, I should explain a little of the economic backg: 
of Puerto Rico. It is only when you understand this that yo 
weigh what has been accomplished and understand what the ess 
problem really is. 

Puerto Rico is a small island, roughly 100 miles by 35 miles. 
half of its 3,500 square miles is arable. Our population is 2144 m 
or 630 persons per square mile. This means that Puerto Rico 
of the most densely populated places on earth. It has no mi 
no fuel, no wood. Prior to 1940 the Puerto Rican economy was 2 
entirely agrarian. It depended largely on one crop—sugar. Hur 
of years of reuse of the same soil and the same crop means int 
and expensive use of fertilizer. 

You cannot support 630 people even on a square mile of fertile 
let alone such tired soil. es a result, prior to 1940, Puerto Ric 
in the same condition as the rest of the Caribbean—poverty st 
and dependent on a starvation-wage, agrarian economy. Ther 
wages as low as 5 cents an hour. 

You have heard employers testifying and admitting that 
were as low as that. 

Puerto Rico was, in 1940, where other Caribbean areas are 
with wages of $1 a day and even less. There appeared to be no 
We know what grinding poverty really meant. 

In 1940 the Puerto Rican Government undertook a program tc 
about a complete change in the economy. Our Governor nam 
program Operation Bootstrap. In brief, we tried, by our own d 
to industrialize. The objective was to give the people empleo 
and a better standard of living. 

We feel there has been, to a measure, some success. But tl 
much, much more to be done. You will appreciate the diffi 
encountered and what has been accomplished if you take into a 
the size of our population, the high birthrate and the new ad 
to the labor force each year. In addition, in April 1940, ther 
90,000 unemployed, including 24,000 in public emergency pro 
Also, the sugar industry, both in the agricultural and industrial | 
can give employment for only part of each year. This mea 
150,000 at least, of the Puerto Rican working force today, a 
ployed for less than a full year, and 15 percent of the labor f 
totally unemployed. 

I am filing two tables with you, one showing the breakde 
employment in 1954, and the other, the makeup of the labor fo1 
the net migration during the fiscal years 1950 to 1955. 

Chairman Barpen. Do you want that made part of the recor 

Mr. Srerra. Yes, sir. 

Chairman Barpen. Without objection, that may be done. 
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(The tables referred to follow :) 


Percentage distribution of employment by major industry groups in Puerto Rico: 1954 


Industry group: Percen 
Pi Oo he ee es rE ews CS UR ie Le ein ce 31.8 
PO SN, hk tetitinttiin de bdr bh heitimiecwemnenncwanaan 3 
A A ln ha a teil he rine al eas mat me 9 4 
et he nine chime > aa on ede cent «ado as sm se 12. 4 
Eee MES oo A Ch besos oe AE SO Le cee 5. 8 
GENE AEG eg ee rds cdiceb dU hen eseh iw cecs-nnee 5. 9 
BN NE ENE. DUE EAA ee a ae ee ye oe 1.0 
ee hel neil atten an oh bee = ob dake aie ee ae 14.5 
Pies eemuromee, seer ebtere. coo eo aa ce ee re 
ec AER AD a 2 A RS ae or PEAR eee heen keer a ee ee 4.1 
Communications, public utilities_.................-.--...-.---..- 1.4 
RE Beat, i lh ian se namedukebtnnentaceee <a a<6 12.3 
I fo ee ee esbtiieenrenbhassbenaas ese 9. 2 


Source: Department of Labor, Bureau of Labor Statistics. 


Puerto Rico labor force—Employment, unemployment, and net migration 


[Thousands of persons] 












































Fiscal years 
1950 1951 1952 1953 1954 1955 
Civilian labor force. ..................-... 686 713 679 646 631 637 
Is neice nad nkitinnimenenic 596 603 571 550 539 539 
Unemployment................--.---- 90 110 108 96 92 96 
Outmigration (met). ...........-.--.....-- 34 42 4 62 | 75 | 44 31 
i 





Source: Department of Labor, Bureau of Labor Statistics. 


Mr. Sierra. With this picture you might believe we are like Alice’s 
White Queen, who, you recall, had to run as fast as she could to stay 
in one place. But we have learned to run even faster than that. 

This leads me back to some of the changes which I mentioned ear- 
lier that have taken place since your committee was last here and 
which are not visible. In 1949 I pointed out to you that from fiscal 
years 1940 to 1948 the total income of Puerto Rico had grown from 
$232 million to $616 million. This total income of Puerto Rico has 
been raised by fiscal year 1954 to $961 million or 414 percent of what 
it had been when the program started. 

You are concerned with wages, of course. Here, too, my observa- 
tions of 1949 have been borne out. I then pointed out that the wage 
bill had risen from 50 percent of the total income in 1940 to 55 percent 
of the Puerto Rican income by 1949, and predicted that this trend 
would continue. Today wages account for 59 percent of the enlarged 
$961 million Puerto Rican income. This figure, I believe, shows that 
Puerto Rico is not only trying to improve its economy generally but 
that it is trying to reallocate its product as well. The industrial ex- 
pansion is not being carried out at the expense of labor. 

There are other invisible changes which show improvement. As a 
result of sanitation, education, public health, and other reasons, life 
<p has been extended here from 46 years in 1940 to 61 years 
in 1954, The life span has been extended 15 years in a period of 14 


years. 
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School enrollment has doubled from 300,000 to 600,000 in 15. 
Parenthetically, the annual bill for education has gone from $ 
lion to $43 million. 

Getting closer to the heart of the problem, the average inco 
wage earners’ families has risen from $360 in 1941 to $1. 180 in 
Here again it is apparent that the increase in the Puerto Rican 
omy is being transmitted into pay envelo eS. 

In 1941, 81 percent of wage earners’ families made less thar 
per year. By 1953 over 50 percent of them earned in excess of § 
Real income, per capita, has also increased by 69 percent in th 
15 years despite the population increase. Today the per capi 
come is $436. 

This economic progress also has had a significant impact ¢ 
mainland economy which is generally overlooked. In 1949 I tol 
subcommittee that if Puerto Rico were considered as a foreigr 
ket it would rank 13th among all the United States foreigr 
kets. The expanding economy has meant that Puerto Rico ha 
moved up to sixth place. The television aerials, the air condition 
mechanical refrigerator, and the radio are all indications th 
Puerto Rican economy is of great significance to the mainland, k 
profits and jobs, too. Puerto Rican mainland expenditures a1 
over half a billion dollars annually. Our attempts to help ow 
have resulted in benefiting our fellow citizens as well. 

How has all this been ac .ccomplished and what is the impact of 
mum wage legislation on the question 

The increase in the Puerto Rican economic activity has be 
result of a wide variety of measures. Puerto Rico has tr 
diversify its agriculture, it has sought more productive strains o 
it has introduced new methods of sugar production, it has ti 
introduce new industry to the island. 

The balance of the component elements of the Puerto Rican ec 
has already undergone a change. Sugar, which in 1939 accoun! 
50 percent of the total value added by manufacture in Puert< 
amounted to only 19.3 percent in 1954. 

The key to success, however, will lie in the attempt to indust 
and thereby to furnish work for the people at rates which affor 
a constantly improving standard of living; 25,000 new jobs wh 
not exist here before 1940 have been created. 

The wage rates in these new, as well as in the older industrie 
been set by minimum wage orders established both by pro 
under Federal and Commonwealth laws. 

We must understand that the growth of industry and th 

resent sizable unemployment have meant that minimum- wag 
fation 4 in Puerto Rico has much the same effect as prevailin; 
legislation. You will find that 69 percent of the Puerto Rican v 
in . manufacturing earn the established minimum or 5 cents a 
above it. Accordingly, we must recognize that the policy und 
the establishment of minimum-wage levels i is, at the present tit 
all practical purposes, the policy of establishing prevailing wag 
in Puerto Rico. 

As has been said many times before, the Puerto Rican Gove 
is dedicated to raising thea wage levels whenever and wherev 
sible and as rapidly as possible. We readily recognize the 
desirability of doing so, and your interest in raising wage 
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There is in no sense any disagreement about this. We believe, how- 
ever, that this desired objective can be accomplished in our com- 
munity in one way only. That way is by increasing the minimum 
wage of each industry according to its ability. I do not believe the 
principle can be stated more succinctly than in the words of the statute 
itself: “as rapidly as is economically feasible * * * without substan- 
tially curtailing employment * * *.” Again I repeat: the govern- 
ment of Puerto Rico thoroughly subscribes to this principle. 

I testified to this effect before your subcommittee in 1949. I did so 
again before the subcommittee of the Senate Labor and Welfare Com- 
mittee in May of this year. I should like to file officially with you the 
full testimony which I gave to the Senate subcommittee, including the 
questions and answers and all the exhibits which I there offered in 
evidence. You will find our position is consistent. 

Here it is, and I want it to be made a part of the record. 

Chairman Barpen. May I ask this: Is all of that material in there 
pertinent ? 

Mr. Sierra. Oh, yes, it all is pertinent to the minimum-wage legis- 
Jation. 

Chairman Barpen. Mr. Secretary, are these tables you have sub- 
mitted the same as the tables in your Senate testimony ? 

Mr. Srerra. No, they are not. There are some changes and some 
corrections there. There is a footnote in my statement later on in 
which I say that we made some changes which are applicable to the 
present situation. 

They are not the same. 

Chairman Barpen. It is all pertinent to this? 

Mr. Sierra. I think so, Mr. Chairman. 

Chairman Barpen. The statement, without objection, will be in- 
cluded. 

(The material referred to follows :) 


TESTIMONY OF FERNANDO SIERRA BERDECIA, SECRETARY OF LABOR, 
COMMONWEALTH OF PUERTO RICO, BEFORE THE SUBCOMMITTEE 
ON LABOR OF THE COMMITTEE ON LABOR AND PUBLIC WELFARE, 
UNITED STATES SENATE, 84TH CONGRESS, MAY 5, 1955 


Mr. Srerra. My name is Fernando Sierra Berdecia. I am the secretary of 
labor of the Commonwealth of Puerto Rico. 

At the outset, I wish to state that my government is unequivocally in favor 
of a continuing upward revision of minimum wages throughout Puerto Rico. 

You must understand that minimum wage rates in Puerto Rico, unlike the 
minimum wage rates in the United States, are, for all practical purposes, prevail- 
ing rates. I am fully aware that when I am talking about minimum wages in 
Puerto Rico, I am really talking prevailing wages. You should be similarly 
aware that when you are legislating minimum wages for Puerto Rico, you are 
actually legislating prevailing wages. 

Since 1940, it has been our policy to raise the wage standards of every industry 
in Puerto Rico as rapidly as possible, and to the highest possible level consistent 
with enabling that industry to remain in business and thus to continue to be a 
source of production and employment. 

This means that the wage level of each industry must be consistent with its 
productivity. By productivity, I do not mean the efficiency of labor alone. I can 
say, categorically, that our workers are as efficient as any in the world. 

By productivity, I mean the ability to produce goods in a given period of time, 
taking into consideration not only labor efficiency, but the availability of modern 
capital and modern management, and the availability and flow of supplies neces- 
sary to permit continuous output without undue stoppages of production. 


70428—56——-15 
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The United States Congress and the Puerto Rican Legislature, reco; 
that wages must be continually raised in Puerto Rico, and that minimur 
rates are prevailing rates, have incorporated into their legislation the p: 
that such wages should be determined on an industry-by-industry basis. 

This flexible approach has assured the establishment of the highest rate: 
each industry can afford without having to curtail production and thus 
unemployment. 

For reasons which will become obyious later in my statement, we s 
urge that the flexible industry-by-industry approach be retained in Puer 
both for the establishment and the revision of minimum-wage rates. 

Before proceeding with my detailed discussion of the above points, I 
like to review briefly for you the social and economic development of 
Rico since 1940. 

Prior to 1940, Puerto Rico had an almost entirely agrarian economy, a 
almost entirely dependent upon one crop—sugar. The lack of fertile soil 
extreme density of the population—at present over 630 persons per square 
make this a highly unsatisfactory basis for the Puerto Rican economy. 

In fact, as recently as 1940, Puerto Rico was a land of poverty. 

Senator Dovertas. You speak of Puerto Rico being a land of poverty. 
unfortunately true that the entire Caribbean area is a land of poverty \ 
possible exception of areas around Habana? 

Mr. Srerra. That is right. I feel that Puerto Rico in 1940, was at t] 
level with the rest of the Caribbean area. You find that wages in H 
around 50 cents or $1 a day at the present time. We were in the same 
before 1940. 

Unemployment was rampant, sweatshop conditions were typical, an 
were as low as 5 cents an hour in some industries. By many, it was cons 
land without hope, and it was often called the stricken land. 

But in 1940 a new political party, known as the Popular Democrati 
came into power. Under the leadership of Luis Mufioz Marin, our pres 
ernor, the people of Puerto Rico decided that it was time to stop looking 
the Federal Government for handouts, and time to do something abo 
own future and initiated Operation Bootstrap. 

This has proved to be a profitable and progressive policy for Puer 
Economic conditions have immensely improved since 1940, tremendous 
has been made toward the elimination of poverty, and the entire star 
living has undergone changes of great significance. These facts have b 
tinually reflected in the present government’s ever-increasing support 
people in Puerto Rico. 

Although I shall discuss primarily the changes which have taken plac 
the period from 1940 to 1954, you must remember that the major chan 
actually occurred since 1945 because much of the program started in | 
interrupted by World War ITI. 

Let us begin with health standards. In 1940, the death rate in Pue 
was 18.4 per thousand. By 1954, it had dropped to 7.7 per thousand—a 
of 60 percent. As a result of this decrease, life expectancy rose from 
in 1940 to 61 years in 1954. 

Senator Dovue.as. In other words, you virtually obliterated time, be 
14 years you increased life expectancy by 15 years. 

Mr. Srerra. That is right. 

Senator Doueias. And, therefore, in the Binsteinian sense of relati 
gained a year during this period. 

Mr. Srerra. That is right. 

This means that during the past 15 years, life expectancy has been it 
at the rate of 1 year each year. Such a rate of increase will not, I b 
found in any other region of the world. 

I want to emphasize that this great decrease in the death rate, a 
increase in life expectancy, have come about not as a result of mere acci 
as a result of general economic improvement and a commonwealthwid 
ment program of health education, application of modern public health 
for the prevention and treatment of disease. 

Let us turn now to education, another important aspect of the sta 
living, and one which will have important consequences for future ge 

In 1940, less than 300,000 persons were enrolled in educational insti! 
Puerto Rico. In 1954, almost 600,000 were enrolled. Thus, in a perio 
15 years, our school enrollment has nearly doubled. And in the saw 
the Puerto Rico government’s expenditures for education have increas 
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only $7 million to $38 million. This represents an increase from $24 a pupil in 
1940 to $65 a pupil in 1954. 

I have a chart to show you. 

Senator Dovetas. Yes. 

Mr. Srerka. Now, let us proceed to the heart of our standard of living—the 
standard of living of our wage earners. Recently completed surveys of family 
incomes undertaken by the Puerto Rican Department of Labor—my depart- 
ment—shew that the average income of wage earners’ families rose from $360 
in 1941 to $1081 in 1952 and to $1,180 in 1953. 

This represents an increase in real income—that is, after adjusting for the 
rise in cost of living during this period—of slightly over 5 percent each year, or a 
total increase in real income of 82 percent in 12 years. 

Senator Dove.as. That is an increase in real income? 

Mr. Srerra. Yes. All deductions have been made because of the increase in 
the cost of living. 

This rate of increase in real income is unprecedented in any other country, 
including the United States as a whole. The details are shown in table I, at 
the conclusion of my statement. 

I have spoken of the average income of wage-earners’ families. Now let us 
see what has happened in terms of the total income of Puerto Rico. In 1940, 
Puerto Rico’s total income was $228 million; in 1954, it was $971 million, an in- 
crease of 326 percent. During these same years, total wages and salaries rose 
from $117 million to $558 million, an increase of 376 percent. 

Thus, wages and salaries increased from 52 percent of Puerto Rico’s na- 
tional income in 1940 to 58 percent in 1954. This clearly demonstrates the fact 
that industrial expansion is not being carried out at the expense of labor. 
Not only has the total size of the pie significantly increased, but labor is get- 
ting a larger piece of the larger pie. 

Both of these facts are clearly shown in this chart. 

Gentlemen, after examining these facts, you must agree with me that in- 
creased incomes have been passed on to our wage-earning families as quickly 
as possible, and at rates which are certainly consistent with those of any 
modern industrial country. 

You may also be interested in the fact that among Latin American countries, 
Puerto Rico ranks second only to Argentina in per capital gross national product. 
The per capita product for Puerto Rico is $469, as compared, for example, with 
$457 in Venezuela, $454 for Cuba, $199 in Mexico, $278 for Brazil, and $62 for 
Haiti. 

I have these facts in the form of a chart. 

I must also remind you of one very important fact: The tremendous changes 
in the standard of living of Puerto Ricans have been made in the face of a 
fairly high level of unemployment. As late as 1954, average unemployment was 
97,000, or approximately 15 percent of our labor force. The details on this are 
shown in table IT. 

This is a problem which remains to be solved. We have both the task of cre- 
ating jobs for those presently unemployed, and the additional task of prepar- 
ing for the increases in our labor force resulting from increases in population. 

Not only are people remaining in the labor force longer than ever before 
but an ever-increasing number, now about 20,000 per year, are reaching employ- 
ment age and entering the labor force. 

Senator Doueias. You have given us the death rate, which has fallen to about 
eight. What is your birth rate at present? 

Mr. Srerra. It is very high. Thirty-five per thousand. 

Senator Doveras. So you have a net population growth of around 27 to a 
thousand. Itis a net growth of roughly 60,000 people per year. 

Mr. Srerra. That is right. 

In addition, if our sugar industry is to remain competitive with other do- 
mostie areas of the United States, we must eventually mechanize our agri- 

operations. Unless we are able to provide jobs in industry, as envisioned 
by our inaustrial program, this will mean a further increase in unemployment. 

Let me say that, as United States citizens, we would like to attain the same 
standard of living that prevails on the mainland. We are still far below the 
average for the United States. However, we recognize that it takes a con- 
siderable amount of time to reach such a goal. We are happy with our progress; 
but we recognize that our unemployed persons, as well as those who are under- 
employed, are seeking jobs elsewhere—with the result that there has been a 
tremendous migration movement to the United States. 
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Of course, since Puerto Ricans are United States citizens, they are 
decide where they want to live. But it is our desire to develop an 
which will encourage Puerto Ricans to remain in Puerto Rico by p 
them with employment opportunities and with a high standard of li 
that they will be able to enjoy, to an ever-increasing extent, the advan 
modern industrial civilization. 

Senator Dovetas. Mr. Sierra, as you undoubtedly recognize, you hav 
real problem if your population is increasing at the rate of 60,000 a year. 
birth rate falls further, it means that in 25 years, your population w 
grown by a million aida half. You will be close to 4 million. 

Now, on 3,500 square miles, do you think it is possible to give emp 
sufficient to support 4 million people? 

Mr. Srerra. Well, experience shows that if you increase the stan 
living of the people, and if you provide employment for the people a 
the standard of living, the problem may be solved. 

Although we hope never to be in a similar position, you have an 
Long Island which, being an island, being highly industrialized, has 
million people, and that is not supposed to be an overpopulated area. 

Senator Doveras. You can hardly expect to make Puerto Rico the Ni 
City of the Western Hemisphere. 

Mr. Srerra. We hope that Puerto Rico, through its economic devel 
will be able to solve this problem of a constantly increasing populatio 

Senator Dovetas. How much has the birth rate fallen in the last fey 

Mr. Srerra. It dropped from 40 per thousand to 35 in less than 5 year 

Senator Dovuetas. But your death rate has been falling much more 

Mr. Srerra. That is right. 

Senator Doveras. So that your rate of population increase has been m 

Mr. Sierra. It is a challenging situation that we are trying to overcc 

Senator Doveias. Have you ever read the Essays of Thomas Robert 
on population? 

Mr. Srerra. Yes. We have a problem. We have to face it one wa: 
other. We don’t run away from the problem. We try to do our bes 
we are going to do it, I don’t think anybody has as yet had a definite an 
Mr. Chairman. 

Senator Dovceias. Are people in Puerto Rico really concerned ab 
problem? 

Mr. Srerka. They are very concerned with this problem of overpoy 
Besides that, you know that Puerto Rico is a Catholic country. It | 
tionally Catholic. Over 98 percent of the people are Catholic, and the 
face this problem in diff2rent ways than other people would suggest. But 
on this problem, we are trying to do our best and we think the important 
to try to create employment and lift the standard of living. 

We think this can be done through education. You will see how we ar 
a oop in the island. I believe that education is the way to allev: 
problem. 

(For the details on employment in manufacturing industries, see n 
Ill.) [p. 228.] 

Thus, we have an economy based on continued upward revision of wa 
sistent with the continuing operation of our industries. We repudiate | 
wage economy from which we have long suffered, and from which we are : 
ing, by every possible device, to free ourselves completely. 

In fact, the tremendous progress which Puerto Rico has made pré 
dramatic illustration of industrial democracy in action. Puerto Rico has 
a symbol to *he underdeveloped countries of the world of what a pe 
accomplish through democratic procedures if they decide to help themsel 

Visitors from all parts of the non-Communist world have come to Pue 
to find out how our Commonwealth, which only 15 years ago was a, strick 
a land without hope, could make such great progress in such little time. 

The industrial system which we are developing has improved and 1 
tinue to improve the condition of life of our people. This is the real tes 
industrial system, and the only real answer to communism in underd 
countries. 

As you can see from the figures I have cited, our basic policy of rai 
standard of living is neither mere hope nor idle wish. Nor have we ws 
congressional action alone to attain this goal. Rather, we have, by « 
efforts, pushed ahead as forcefully as our state of development will per 

For instance, consider the following: 
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A minimum wage act was enacted in Puerto Rico in 1941. This act is admin- 
istered to apply to all workers in “intrastate commerce,” including agricultural 
workers. The minimum under the various decrees of the minimum wage board 
of Puerto Rico appear in table 4. 

In accordance with our belief that collective bargaining is a factor essential 
to the proper determination of wage standards, we have enacted our own labor 
relations act, the purpose of which is to promote the growth of trade unions and 
of collective bargaining. This is known in Puerto Rico as the little Wagner act. 

Similarly, we have established a workmen’s compensation act applicable to all 
workers, including those engaged in agriculture. We have also enacted a law 
providing at least time-and-a-half pay for all work in excess of 8 hours per day. 
We are now in the process of passing legislation to establish an unemployment 
insurance program. 

It is worth pointing out that the rights of labor were incorporated into the 
constitution of the Commonwealth of 1952. The constitution guarantees the 
right of collective bargaining, the right to strike and picket, and at least time- 
and-a-half for each hour worked in excess of 8 hours per day. 

All of these measures are designed to raise the standard of living of our 
workers. They provide concrete evidence of our genuine desire to get away from 
a low-wage economy. 

Let us now turn to what has actually happened to wage rates in Puerto Rico 
under the flexible industry-by-industry approach. 

From 1940 to April 1949, average earnings in manufacturing rose from 21 cents 
per hour to 45 cents per hour—an increase of 114 percent. By April 1954, this 
figure had further increased to 54 cents per hour—an additional increase of 
48 percent over 1940. Trends on hourly earnings are shown in table 5. 

I should like to summarize our progress for you by pointing out the increases 
in minimum wage rates which have been accomplished since the enactment of 
the 1949 amendments to the Fair Labor Standards Act. 

Let me emphasize again that since minimum wage rates in Puerto Rico are 
prevailing wage rates, these increases represent actual increases in the incomes 
of our wage earners. 

Since 1949, wage orders for 148 industries have been recommended by our 
industry committees and have been approved, or are waiting approval, by the 
Administrator of the Wage and Hour Division of the United States Department 
of Labor. For the details on this, see table 6. 

In 18 industries, the minimum wage has been increased by 5 cents to 9.9 
cents per hour. In 18 industries, it has been increased by 10 cents to 14.9 
cents. In 36 industries it has been increased by 15 cents to 19.9 cents. In 20 
industries it has been increased by 20 cents to 24.9 cents. 

In 50 industries it has been increased by 25 cents, or more. In only 5 in- 
dustries has the minimum wage rate been increased by less than 5 cents, and in 
only 1 industry has no change been recommended. 

Senator Dovetas. What are those industries? 

Mr. SrerrA. Those industries are mainly divisions of the needle-trade industry 
and are primarily industrial homework—as contrasted with those who work 
in shops and receive higher wage rates. 

Senator Doveras. Isn’t that the industry in which wages are lowest in compe- 
tition with the United States? 

Mr. Sierra. We think they are in competition mostly with the Philippine 
Islands and Japan and other islands who do not have minimum wages and whose 
daily wages are a fraction of the wages in Puerto Rico. Of course, it is very 
difficult to say that there is no indirect competition. 

Senator Dovetas. What is the industry in which there is no change? 

You say there is only one industry. 

Mr. Sterra. That is the rug industry. 

Senator Dovetas. Is that a homework industry, too? 

Mr. Sierra. Yes. There is some homework industry in that. I am not fa- 
niliar with the industry in particular, but in making a study of the industries, 
I found that case. 

Let me translate these increases into percentages: In 13 industries, the mini- 
mum wage has been increased by 20 percent to 33.2 percent. In 93 industries, it 
has been increased by 33.3 percent to 99.9 percent. In 24 industries it has been 
increased by 200 percent or more. In only 9 industries has the minimum wage 
rate been increased by less than 20 percent. 
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In brief, during this period, nearly every category of Puerto Rican a: 
and certainly every significant category, has shown a substantial incre 
minimum wages. 

These are the increases which have been effected since 1949. Now I 
like to show you the type of changes which have been effected by singk 
orders, by comparing present minimum wage rates with the rates which | 
the latest wage order. 

In 30 industries, the minimum wage was increased by 5 cents to 9.9 ce 
the latest wage order. In 36 industries, it was increased by 10 cents 
cents. In 26 industries it was increased by 15 cents to 19.9 cents. In 12 
tries it was increased by 20 cents to 24.9 cents, und in 22 industries it 
creased by 25 cents or more. 

In only 6 industries was the latest change less than 5 cents, and in only 4 
tries was no change recommended. 

Senator Douetas. Mr. Sierra, how do these figures differ from the figur 
you gave earlier? 

Mr. Sterra. Well, they show that the tendency of increasing wage orde 
tinues. The figures in the first table are for the entire period between 1§ 
now. The second figures are from the last wage order to the presen 
order. 

Senator Dovueias. Yes; but weren’t you rather slow in increasing wags 
1949 to 1953? 

Mr. Srerra. I will say yes, and later on, I will make a specific comment 
subject. I am just giving the different increases among the various 
tries. That was not a uniform increase, but there were different in 
according to the ability of the industry to pay. That is my main point w 
statement. 

Translated into percentages, the latest change meant the following inc 
In 29 industries the minimum wage was increased by 20 percent to 33.2 
by the latest wage order. In 80 industries it was increased by 33.3 per 
99.9 percent. In 7 industries it was increased by 100 percent or me 
only 20 industries was the latest change less than 20 percent. 

Thus, you can see that minimum wage rates have been far from static in 
Rico, and that substantial increase have been effected even by a sing! 
order. I do not wish to imply that the increases which have occurred | 
all instances, been satisfactory, or that wages have, by any means, re: 
satisfactory level. What is important is that there has been a constant 
movement in wages with no increase in unemployment. 

In addition, I want to emphasize that the flexible industry- by-indus 
proach, in combination with Puerto Rico’s program of industrial expansi 
played a vital role in the Commonwealth’s economic progress. 

The development of new industries and the setting of the highest 
wage rates has resulted in a continuous shift of workers from low-paid t 
paid employment. 

For the economy as a whole, this has meant a shift from relatively un 
tive home industries to more productive factory-operated and related in¢ 
For the worker, it has meant higher wages than ever before and the 
elimination of the sweatshop conditions that prevailed prior to 1940. 

Let us take the home needlework industry as an example. In 1950, 
dustry employed 61,000 persons. By 1954, this figure had dropped to 
Since, during this same period, factory-operated apparel industries h 
creased sharply; we know that many of these workers have been attr: 
higher paid employment. 

Insofar as the decrease in home needlework has occurred 4s a result 
shift to better paid jobs, this has been a healthy development and one wh: 
complete accord with our goals of higher wages and industrial expans 

Insofar as the decrease has occurred as a result of a shift of productio 
Philippines, Japan, and other countries, this has been an adverse devel 

I must add that the present picture is in striking contrast to the 
between 1938 and 1940, when the home needlework industry was practic 
molished by the establishment of a fixed minimum wage, and the worke 
thrown into the ranks of the unemployed. 
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It is also important to point out that whenever other witnesses have quoted 
very low wages existing in Puerto Rico, they have been referring to home needle- 
work and not to factory-operated industries. 

I would like to say that it is the stated policy of the Commonwealth govern- 
ment not to extend tax exemption to industrial homework. 

I shall welcome the day when home needlework has been completely elimi- 
nated from the Commonwealth, and I am convinced that this day is not in the 
far distant future. 

In weighing the success of our attempt to raise wages, it must be remembered 
that until very recently our economy has been predominantly an agricultural 
one, and that even now agriculture is the major factor in our economy. I shall 
also ask you to bear in mind that much of what has been accumplished in Puerto 
Rico has taken place under conditions quite different from those in the States. 

For example, Puerto Rico had no war plant expansion either during World 
War II or the Korean emergency. Wartime shipping restrictions, submarine 
hazards, and the absence of large industrial establishments meant that Puerto 
Rico’s postwar accomplishments were not the result of the spur of World 
War II, 

During the war, rigid price controls on sugar and tobacco, our principal agri- 
cultural export products, prevented any wartime inflation of our commercial 
staples. At the same time, we suffered from increased prices on consumers’ 
goods, and from shortages. 

Although on the mainland both prices and wages went up, in Puerto Rico prices 
were not permitted to go up on our salable products—sugar and tobacco. Con- 
sequently, wage increases were attained in the face of an economy that was largely 
frozen. 

In addition, as I have mentioned, they were attained in the fact of constant 
unemployment averaging at least 15 percent of the labor force. 

As an indication of the progress we have made, I should like to point out that 
our present average hourly earnings in manufacturing are actually higher than 
those prevailing in Great Britain. I have obtained a table from the United 
States Bureau of Labor Statistics which converts the average hourly earnings 
in manufacturing for certain Western European countries into dollars and 
cents, and I am personally amazed to discover that Puerto Rico, with only a 
10-year history of effort in industrial development, has already surpassed the 
wage rates of England, the mother of the industrial revolution. 

In addition, our wages rates are considerably higher than those prevailing in 
France, Western Germany, and Italy. The table showing these is No. 8. 

Another important aspect of our development is Puerto Rico’s role as a cus- 
tomer of the United States. 

Senator Dove.as. Your figures, showing that Puerto Rico’s hourly earnings 
are higher than those of Great Britain, are almost incredible. 

Mr. Srerra. It is that way. We decided not to compare it with the Caribbean. 
If you compare with the Caribbean, then the difference is much greater. 

Senator Doueias, Are you sure you are right on these figures? 

Mr. Srepra. Yes. We got them from the Bureau of Labor Statistics in 
Washington. 

Our purehasing power has expanded to the point that we now spend about 
$500 million per year in the States. Only 5 countries make larger purchases in 
the United States than does Puerto Rico, and only 2 of these are Latin-American 
countries, 

In per capita purchase of goods, we are the No. 1 customer of the United 
States with per capita expenditures of over $211 in 1953. Canada, the largest 
importer of United States goods, spends only $197 per capita, and the United 
Kingdom and Western Germany, Uncle Sam’s second and third best customers, 
spend only $12 and $7, respectively, per capita. 

It hardly seems necessary to emphasize that the goods which Puerto Rico pur- 
chases from the States represent mainland jobs and mainland profits of a sub- 
stantial nature. Even a partial increase in unemployment in Puerto Rico would 


have serious consequences both for our own tight economy and for the mainland 
as well. 








2926 MINIMUM WAGES FOR PUERTO RICO AND VIRGIN ISLANDS 


The failure of our overall program could only mean that the United 
taxpayer and the United States Congress would be faced with prob! 
extreme gravity. These problems would include not only the problems i 
in any failing economy, but also a manifold increase in the migration of 
Ricans to the mainland. These are the consequences which we, in the © 
wealth, are striving to prevent. 

We thus approach the subject of minimum-wage policy with a full rea 
of its vital importance to the Puerto Rican economy and of its far-r 
implications for the United States as a whole. 

Having set forth the social and economic framework within which a mi 
wage policy must be considered, I should now like to examine, more ex 
how industry committees have functioned under the present system. 

First, let me describe briefiy the structure of our industry committees, 
procedure they follow. 

Each industry committee is a special tripartite body representing em 
workers, and the public, in equal numbers. In accordance with the la 
committee includes members from both the mainland and Puerto Rico. 
the interests of employers and workers on the mainland, as well as t 
Puerto Rico, are safeguarded against any possibility of creating unfair 
tition by setting unfair minimum wages. 

I should also like to mention that United States organized labor is in 
represented on these committees. We welcome their interest and partic 
Their presence helps to insure against unfair advantage, which we do nc 
and, in addition, guarantees that the highest feasible wage standards wil 
which we do want. 

Senator Doveras. Mr. Sierra, I am not perfectly informed on who 
these industry committees. Who appoints them? 

Mr. Srerra. Well, I tell you, Mr. Chairman, these committees under 
appointed by the Secretary of Labor of the United States, or the Wage a1 
Administrator. 

Under the terms of the law, the three interests must be representec 
committee—the public interest, labor, and industry—and besides that, t 
mittees must include representation both from the island and from the m 
But the entire responsibility for the appointment of these committees i 
United States Department of Labor. 

They consult with the Government of Puerto Rico only in the nom 
for the public representatives, because most of them are top cfficials 
Government of Puerto Rico that need some authorization from the Gov 
get away from their job and serve for a month or a month and a half. 

Senator Dovcras. In practice, does the Government of Puerto Rico si 
the Department of Labor a panel of names from which it requests the Dep 
to make the appointments? 

Mr. Srerra. It is my recollection that the Governor's office sends th 
to the Wage and Hour Division. Persons on the lists are representative 
of the Commonwealth or of the University of Puerto Rico in the field 
nomics. About 10 or 15 names have been submitted on this list. But 
all I remember. 

Senator Doveras. Well, who suggests the employer representatives? 

Mr. Srerra. Industry suggests the employer representative. 

Senator Doveras. That is industry in Puerto Rico? 

Mr. Srerra. And in the mainland. 

Senator Doveras. And in the mainland, too? 

Mr. Srerra. Yes. 

Senator DoveLas. Who suggests the labor representatives? 

Mr. Srerra. Labor in the mainland and in Puerto Rico, and labor is 
interested in the committees. 

Senator Dove as. How about the unorganized industries? 
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Mr. Srerra. Labor, too. That is the information I have. I think the wage- 
and-hour people would be in a better position to inform you on these details, 
Mr. Chairman, than I am. 

Senator Doueias. Well, the Department of Labor has preferred not to testify 
this morning. They say they will testify later. So I am not privileged to call 
upon them this morning, but I see in the room Mr. David Dubinsky, who is 
president of the International Ladies Garment Workers Union. 

Perhaps he could tell us how the labor representatives are chosen. Mr. 
Dubinsky, would you come forward and sit here? 

(The tables and charts referred to by Mr. Sierra follow :) 


TABLE 1.—Distribution of wage earners’ family income in Puerto Rico, 1941, 1952, 











and 19538 
Income 1941 1952 1953 
Gadi nn . Sathink<c waromehnn «ah cacao . 100.0 | 100.0 | 100. 0 
Under $300_..... scabies Liaduiniatiin était sai Sess - 57.8 | 2.2 1.1 
PTS et Aa a i a AIRE 5a AI ita BE TORS 23.1 12.5 5.8 
SOND te it he sicte Da ahd ot > hace bo mo Seen enn 16.2 | 42.8 40.9 
$1,000 and over_......._.- Sd tecapieie te cchanayes 2.9 42.5 52. 2 
Median income...............-...-.- Recut APO related ~$265| = $919! ~—«*$1, 050 
Mictth SR tse te acineninets> dean ctesnen>- 360 11,081 | 1, 180 





1 The median income and the Income groups for 1952 exclude “‘other money receipts” such as inheritances, 
etc.; these are included in the mean income for that year. 


TABLE 2.—Hmployment and unemployment in Puerto Rico, 1950-54 


[In thousands] 

















| Employment 

| Totalem- | Total unem- | ™ ™anulac- 

Date Labor force | turing ex- 
ployment ployment | cluding home 

needlework 
719 638 82 | o4 
710 | 615 | 96 | 52 
710 594 | 116 | 56 
717 574 | 142 | 53 
716 | 63 | 84 | 62 
7065 | 594 111 | 54 
681 563 | 117 | 59 
669 541 | 129 | 56 
662 586 | 76 59 
662 572 | 90 65 
641 535 | 106 63 
643 520 | 123 | 59 
637 573 | 64 oft 
624 547 | 77 63 
630 531 | 100 67 
639 §22 | 117 65 
631 459 | 72 72 
626 536 | 90 66 
628 519 | 109 67 
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TaBLe 3.—Total employment in the manufacturing industries, by selectec 
try groups, Puerto Rico, October 1954, 1953, and 1952 






















































































Total employment Chai 
Industry group October October | 
1953 to | 
October | 
| 1954 1953 1952 | 1954 
All manufacturing industries......_.._._.. ere | 66, 544 | 66,158 | 60,047 | +336 
} — 
Pret saat OS EE SEE, eee 15, 583 | | 14,984 | 12,219 | +599 
Nondurable goods._..............-..--- cata. tall | 50,961 | 51,174 | 47,828 | —213 
Food and kindred products...............---.---.-.- “=| ce 036 “13,717 | 14,130 BIO 
Dairy PROGR sh sssseace ses 221 237 | 294 —16 
Canning and preserving fruits, vegetables, and sea- | 
foods; and meat products - | 1,121 1,129 523 | —8 
Miscell neous food prepatations and kindred products; | | 
and grain mil] products.......................-.- 865 | 900 898 —35 
eee DIN kid os ho wis Sms oe hs sd | 2,393 | 2,253 | 2,499 | +140 
he aint natn cnekhbene ddounped oor | 6,313 6,170 | 7,023 | +143 
Confectionery and related products.._........._..-.... | 276 39 163 | +37 
Vins acc acdoulebuscacabencoscesdscpectsavé -| 2,847 2, 789 | 2,730 +58 
nn NR A Ti. SE SCS "11, 462 | 11,003 | 10, 800 | 59 
esent tobacco, chewing and smoking._..........- 1, 323 , 024 756 | +299 
To stemming and redrying-....................-.- 10,139 | 9,979 | 10,044) +169 
Textile mill products. _...._- Et EE hs CRESS Ol SI, 3,462 | 3,582 | 3, 103 | om 
Broad-woven fabric mills (cotton, wool, silk, and nd | | 
synthetic fiber)...........-........... Spa «| 23 924 | 1,058 | —301 
il he takin aus pampacuenoe } 1,410} 1,041 489 +369 
Carpets, rugs, and other floor coverings___- 809 783 946 +26 
Dyeing and f finishing textiles; hats, and miscellaneous | | 
ie aN Bice RET TET EA 620 804 | 610 | —184 
Apparel and related products.............-.-----222-2 22. | 17,198 “17, 707 | 11 15,176 | —509 
Men’s, youth’s, and boys’ suits, coats, and overcoats... ‘| 679 700 | 635 —21 
Men’s, youth’s, and boys’ furnishings, work or ee 
and allied STIs casos cscs sbgigee ede oaeqde | 2,999 3,587 | 3,138 — 588 
Women’s and misses’ outerwear... _............. | 1,898 | 2,019 753 —121 
Women’s and misses’, children’s, and infants’ under 
a8 nd uci. oF AME seaenoocamattibooegascones 4, 497 4,218 2,778 +279 
Children’s and infants’ outerwear. __................-- 1,546 | 1,748) 1,721 —202 
Miscellaneous apparel and accessories. ...............- 4,396 | 4,384 | 5,242 | +12 
Fur goods; millinery; and miscellaneous fabricated | 
I rr 1,183 | 1,051} 914 +132 
pile idl MNO. «ks i ttnihisinnny oeiodenosthaiiewe seni 2,839} 2,946 | 3,031; 107 
Lumber and wood products (except furniture) ___-.-..- 315 295 356 +20 
Me AR ROO... se wkd iicknk cd edigin <0 Skin 5d 2. 524 2, 2 651 2, 675 —127 
Paper and allied products; printing, publishing and allied | Rees Sa at 
SING, ScGyickdcheklvindeleweciadennccsiptpncdasenses 1,742 | 1,755 | 1,578 | —13 
Paper and allied products........-....---------------- 457| 584| 424 | —127 
Printing, publishing and allied industries... _........- 1,285 | 1,171 1, 154 +114 
Chemicals and allied products; products of petroleum and ee be Neaee 2 Es ae 
coal; and rubber products..._.............---..........- 1,313 | 1,225 | 1,069 +88 


mc 7 acacitnenpealinennanidient 


Industrial inorganic chemicals; drugs and medicines; 
soap and glycerin; and paints and varnishes. -__-.-_-_- 536 476 | 500 +60 
384 








Fertilizers (mixing only)... ..-- 427 | 345 —43 
Miscellaneous chemicals, including “industrial chem- 
icals products and preparations._-....-...........--- 196 | 193 144 +3 
Products of petroleum and coal; and rubber products_.-! 197 | 1 80 +68 
Leather and leather products....................--.--.--.- “174 748 | | “2 215 | 1,972 | 46 





Leather, tanned, curried, and finished; leather gloves | 
and mittens; luggage; and handbags and small | | 
leather goods. Sinipaeuig biseae bihiieare saianiiemanas me 705 1, 241 1, 280 — 53¢ 

Footwear (except rubber) ‘ i 1, 043 | 974 692 +6 

















LANDS 


















































selected indus. 
2 
Changes 
October | October 
1953 to | 1952 to 
October | October 
1954 1954 
+386 | +, add 
+509 | 43.364 
—213 | = +3, 133 
819 | 
-%6| -2 
—8 | +508 
—35 —33 
+140 —106 
+143 —710 
+87 +113 
+58) +117 
+459 +062 
4290| 4.567 
+169 | +95 
—90 +359 
—301 —435 
+369 +921 
+26 —137 
} 
—184 | +10 
—809| +2,02 
—2). +4 
— 588 —139 
—121 | +41,145 
: +279 | +1,7% 
—202 —175 
: +12 —846 
+132 +269 
—107 -192 
; +20 -4 
5 127 -151 
. —13 +14 
| ae +33 
{ +114 +131 
9 +88 +244 
0 +60 +36 
5 —43 +39 
4 +3 +52 
0 +68 +117 
2| —67| 2M 
0 —536 —575 
2 +69 +351 
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TaBLE 3.—Total employment in the manufacturing industries, by selected indus- 
try groups, Puerto Rico, October 1954, 1958, and 1952—Continued 





















































Total employment | Changes 
Industry group October | October | October 
| 1953 to | 1952 te 
| October | Octobor 
1954 | 1953 | 1952 1954 1954 

Stone, clay, and glass products.-..............-...----.-.. 2, 936 | 3,238 | 3,035 | —302 —99 
Glass containers and glass products made of purchased 

pe RET SLO EE 2 ES, SESE TE) Se: 477 507 407 —30 +70 

COCR ee 616 | 633 735 —17 —119 
Structura] clay products and pottery and related 

Ph a a SSR PRS ay 529| 787 550 —258 —21 
Concrete, gypsum, and ‘plaster products: abrasive, 
asbestos; and miscellaneous nonmetallic mineral 

POC dabbin babs UCa ida ge bekthe dddichocuaness 1,314 | 1,311 | 1,343 +3 —29 
Fabricated metal products; machinery; electrical machin- 
ery, equipment, and supplies; and penaecentiens tay oer 

GRE odicasnes ate k sun aoseccade de 3,999 | 3,743 2, 309 +256 +1, 690 
Fabricated metal products (except mnabinery and | 

transportation equipment) .....-.-........-....-.-.-- 1, 086 | 701 279 +385 +807 

Machinery (except electrical). ..........-...-.-...--.- 1,052 | 1,108 | 1,082 —56 —30 

Electrical machinery, equipment and supplies._......_| 1,669 | 1, 648 748 +21 +921 

Transportation equipment. .-..........-...-.......-..- 192 | 286 200 OF -8 
Instruments paw ds. waned products; and miscellaneous man- 

ufacturing InGUstries. _. . Wo... -nannocsennodwew-ennce-- 5,800 | 5,057 | 3,844| +752| +1,965 
Preeegeas 5, prtenttiie, and controlling instruments; 

otographic and optical goods; wr wal and clocks..| 1,121 832 525 +229 +596 

ive, silverware and plated ware._...._.....-.-.-.. 211; 21 263 —80 —52 

Toys and sporting and athletic pve NOTE oI 1,092 | 1,127 731 —35 +361 
Costume je costume novelties, buttons, and 

miscellaneous notions (except precious metal)__.___ 1,737 | 1,22 | 1,579| +511 +158 

Pens, pencils, and other office and artist’s materials; 
fabricated plastic ucts; and other miscellaneous 
manufacturing industries_...........-...-....-...... 1, 648 | 1, 581 746 +67 +902 








TABLE 4.—Minimum wage rates in Puerto Rico under Commonwealth Minimum 














Wage Act 
Minimum 

= or range of 

pe Industry | Effectivedateofdecree | minima 

. hour) 
1 25.0 
3 17. 5- 40.6 
33.0- 46.3 
33. 0- 46.3 
6 Ec rinnswenuientineivaibiescycswsinionwcneina (of ae 31. 0- 60.0 
bw ES BERN Ta ae RE SE eee March 1944___..._....-. 25. 0- 30.0 
© FS cn cee netiiainacliuadcucccuse<u | June 1944___---..-....- 18.0- 30.0 
7 FINI 6 scnSccateoeniieseeeichiwaendysncna | November 1953_...-.__| 35. 0- 70.0 
a ec Ce wmtin PAR 20. 0- 30.0 
9 | Bread, ey products, and crackers.....................- og Bee 28. 0- 82.5 
TE SNA RNIB Se as RR | 3 gS eae 32. 0-110. 0 
12 =e i ca ie Umi intent eee iphicabiedi-is vais lines iain Re February 1948___.-.__- 25.0- 50.0 
13 Annas wiaibbemmeire dD ent s>enesicunsahages Jume 108... ..- 55... 25. 0- 40.0 
14 | Furniture and wood products_...................-.------.- September 1948________ 25.0- 60.0 
15 | Stome quarries_._............-. PED cccweds cosanduceews | November 1948__.-.___ 35. 0-100. 0 
16 | Who! dined ct heitimbeinkntnes annwncddddwawnel | October 1949__...____- 50.0 
LY Fe cetrtine nti vtlnitkaknn bikie Genwnceiinn ene | September 1950_......-}..._....-..- 
TCLS I SNE TC SE oe oR hs he a 21.0- 50.0 
EE, ONS TOR. | ai SEP ae een ee RS CEES Aa ee 30.0 
0 i ie elinneeilinbskbcnsentsasecuauks c.g | aan END eee am 
REESE SS 5. ETS SAME | na Sele 28 SS SEN RE 20. 0- 50.0 
ha ete Raght dn cnaichddeewkshneacce<kedlabanacah sGbvecwscndooewd 30. 0- 35.0 
19 | ae oe October 1950.......... 18.0 
20 Commercial printing, newspapers, and periodicals.........| November 1951_.......| 35.0- 60.0 
PB Ee a TRO gS eA TR a a | January 1953....-..... 20. 0- 25.0 
22 el ACLS sega aw ki pininecemidss~sibiuan< | September 1952......-- 24.0- 40.0 
FS Fe i ccduiidahatetrenedbedecedennsscukdbeosne pte | See 30. 0- 50.0 
SE UE tenteninaschtbhmendndwcesccatasceondbbouns August 1954........... 60. 0- 70.0 
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TABLE 5.—Average hourly and weekly earnings of production and related 
workers in manufacturing industries in Puerto Rico 





Hourly earnings Weekly earnings Hourly earnings Weekly earnings 








| 
April! | October | April! October April! | October April! | October 
| j 





| 

f Cents Cents | 

35.3} $13.50] $12.43 46.7 43.1 $16.44 | $15.0 
39.3 | 13.03 | 13. 68 ess 1) 44.6 14. 97 15. 39 
41.4/) 16.71 13.79 || 195: i 47.9| 19.94 16.81 
40.8 16. 52 13. 34 ; 50.2} 18.67 17,37 
41.9 16. 08 13. 83 | 

















! Hourly and weekly earnings for April are affected by higher wages paid by sugar factories. 


TABLE 6.—Minimum wage rates for Puerto Rico showing change subsequent to 
the 1949 amendments to the Fair Labor Standards Act 





Minimum wage (cents per hour) 





Industry and division \Changes|Pending| Percent 
Rate as of | since | recom- | increase 
June 1953 | June mends- since 

dation | 


1949 





Alcoholic beverage and industrial alcohol: 
Beer division 
General division... -_- 
Artificial flower - 
Bakery products. ----- 
Banking, insurance, and finance_.- 
Button, buckle, and jewelry: 
Pearl button and buckle division 
Leather and fabric button and buckle division_- 
Button and buckle (other than pearl, leather, or 
fabric) and bead division 
Rosary and native jewelry division_-_.............--- 
Costume jewelry, general division 
Costume jewelry, hair ornament division 
Precious jewelry division 
Metal expansion watch band division 
Cement. _-- oi 
Chemical, petroleum, and related products ‘industries: 
Fertilizer division - 
Hormones, antibiotics, and related products division. 
General division 
Cigar and cigarette _- 
Clay and clay products: 
Structural clay and miscellaneous clay products 
division - 
Semivitreous and vitreous china food utensils divi- 
sion . 
Communications, utilities, and miscellaneous transpor- 
tation industries: 
Airline division_- 
Cable and radiotelephone division. 
Tourist bureau and ticket agency division | 
Telephone division _----.-. Bi obi St 2 ee 7 
Gas utility division 
Radio broadcasting division 
Miscellaneous division. - ----- 
Leather, leather goods, and related products: 
Hide curing division_-_..--- 
Leather tanning and processing division_.- } 
Small leather goods, baseball and softball division ._.| 17-27 
General division ___- ek 2477 --| 17-80 . 
Lumber and wood products: 
Lumber and millwork division... 
Furniture, woodenware, and misoallaneous wood 
products division._-- 
Men’s and boys’ clothing and related products: 
Suits, coats and jackets division . -- 














Hat and cap_- 
General division __ 


Footnotes at att of table. 
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TABLE 6.—Minimum wage rates for Puerto Rico showing change subsequent to 
the 1949 amendments to the Fair Labor Standards Act—Continued 





Minimum wage (cents per hour) 


Industry and division Changes Pending| Percent 
Rate | Rateasof since | recom- | increase 

| in 1949 June 1953 June |menda-| since 

| 1953 | dation 1949 


I cates 





Metal, machinery, transportation equipment and related | 
manufacturing industries: | 
Drydock - - - hak sido ‘ ia ‘ | 
Fabricated wire products, | steel dented and slide 
fastener division. -__- BGS 

General division. | 
seedlework and fabricated textile products: } 
Woven and knitted fabric glove division: | 

Hand-sewing operations. 

Machine operations and any operations known } 
to the industry as cutting, laying off, sizing, 
banding, and boxing....____. 

Other operations - - -- 
Leather glove division: 
Hand-sewing operations. - = 
Machine operations and any operations: known 
to the industry as cutting, laying o off, pens, 
banding, and boxing____- 
Other operations 
Silk, rayon, and nylon underwear divisions: 3 
Hand sewing operations 
Other operations 
Cotton underwear and infants’ underwear division: 
Hand-sewing operations 
Other operations 
Infants’ wear division: 
Hand-sewing operations 
Other operations 
Needlepoint division: 
Hand-sewing operations 
Other operations 
Household art linen division: 
Hand-sewing operations 
Other operations 
Handkerchief and square scarf division: 
Hand-sewing operations 
Other operations 
Children’s and doll’s wear division: 
Hand-sewing operations - - 
Other operations 
Crochet slipper division 
Crochet beading division 
Bullion nor corre division 
Corde and bonnaz embroidery and corde handbag 
div ision a 
Women’s blouses, dresses, and neckwear division: 
Hand-sewing operations 
Other operations 
Fur garment division 
Dungarees, slacks and related products division: 
Hand-sewing operations 7 
Other o 25 
Sweater and bathing suit division: 
Hand-sewing operations 233 
Other o : : } 98 
Hat body division: | } 
Hand-sewing operations 283 
Other o | 140 
Millinery division: 3 
Hand-sewing operations \f 233 
Other operations g | 
Crocheted hats and infants’ booties division: , 
Hand-sewing operations .  eeeadae 5 | 133 
Other operations ‘ 88 
Handbag (except corde) division: 3 
Hand-sewing operations 5 200 
Other operations 88 
Miscellaneous division: 3 
Hand-sewing operations 21 | — 45 200-61 
Other operations ‘ 200-61 




















Paper, paper products, printing, publishing, and related | 
industries: 
Daily newspaper division 
Paper box division 
POI oo a icicicnnacassmeocencn Ses | 
Paper bag division 
General division 


Footnotes at end of table. 
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TABLE 6.—Minimum wage rates for Puerto Rico showing change subsequent to 
the 1949 amendments to the Fair Labor Siandards Act—Continued 





Minimum wage (cents per hour) 





Industry and division Changes|Pendin Per 
Rate | Rateasof | since seoumn inereans 
in 1949} June 1953 | June |menda- since 


1949 





Construction, business service, motion picture, and 
miscellaneous industries: 
Construction division 
Motion picture division 
Business service and miscellaneous industries divi- 


Corsets, brassieres, and allied garments division 
Decorations and party favors 
Electrical, instrument and related manufacturing in 
dustries: 
Lens and thermometer division................... = 
Resistance type household appliance division._--___- 
Se RR Sleek sa: 
Foods, beverages, and related products industries: 
Beverave division... __- Sadie sates 
General division 
| See 
Handicra‘t products industry ........................- ‘ 
Hooked rug: 
Hand tooked rug division. _- 
Machine booked rug division 
GO ios es cadiarinescdsddeiaics 
Jewel cutting and polishing: 
SE EES ee eae 
Industrial jewel division 
Leaf tobacco: 
Genrral division e 
Mac" ine processing division: | 
Feeding, operating, or tending mac*ines wt ich 
stred, chop, thres>, or stem leaf tobacco, and 
operations immediately industrial thereto 
Other operations 
Plastic products industry: 
~ and vaporizer division 
all tile, dinnerware and phonograph records 
division a 
General division 
Railroad, railway express, and property motor transport: 
Railroad division 
Railway express and property motor transport 
division 
Rubber, staw, hair, and related products: 
Rubber products division 
Straw, hair, and related products division 
Shipping 
Shoe manufacturing and allied industries 
Stone, glass, and related products: 
Glass and glass products division 
Glass decorating division 
Mica division 
Concrete pipe division 
Hot ae ere plant mix division 
General division 


Textile and textile products: 
Mattress and pillow division 
Cotton ginning and compressing division. 
Hard fiber products division 
General division 
Vegetable, fruit, and nut packing and oes 15-18 
Wholesaling, warehousing, and other distribution 40 











REE shuspeeceste ee ee & SS 




















1 The wage order establishing this rate was issued in June 1953 and the rate became effective in July 1953 

2 At the tine of the committee recommendation no employees were actually producing articles to which 
the higher of these rates was applicable. 

3 Rejected by Administrator. 

4 As a part of general division of textile and textile products industries. 
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TABLE 7.—Increases in minimum rates of Puerto Rican industries effected under 
wage-hour orders by cents per hour and percentage 





Previous 
rate 
(cents 
per hour) 


Effective date 


Pespent | 
rate 
(cents 3 
per hour) 


Effective date | Percentage of 


increase 





Alcoholic beverage and industrial 
alco’ ol: 
General division... -._. pe RS 
Beer division 
Artificial flower 
Bakery products 
Banking, insurance, and finance 
Button, buekle, and jewelry: 

Pearl button and buckle 

Leather and fabric button and 
buckle. 

Button and buckle (other than 
pearl, leather, or fabric) and 
bead. 

Rosary and native jewelry... -.- 

Precious jewelry 

Metal expansion watch band __-- 

Costume jewelry: 

Fair ornament... _.....-.-- 
General division 
Cement 
Cherrical, petroleum, 
no 
Fertilizer. “ 
toamaal s, ‘antibiotics, and re- 
lated products. 
General division 
Cigar and cigarette - 
Clay and clav products: 

Structural clay and miscella- 
neous clay products. 

Semivitreous and vitreous china 
food utensils. 

Communications, utilities, and mis- 
cellaneous transportation: 


Cable and radiotelephone 
Tourist bureau and ticket 
agency. 
Telephone 
Gas utility 
Radio broadcasting 
Miscellaneous 
Construction, business service, mo- 
tion picture, and miscellaneous: 
Construction 
Motion picture 
Business service and miscella- 
neous industries. 
Decorations and party favors 
Foods, beverages, and related prod- 
ucts: 
Beverage 


General division 


Handicraft products 

Hooked rug: 
Hand-hooked rug 
M echingheshead | rug 

Hosiery 

Corsets, brassieres 

Jewel cutting and line: 
Gem stone division 
Industrial jewel 

Leaf tobacco: 
General division 
Machine processing: 


and related 


Leather, leather goods, and related 
products: 
Hide curing 
Leather tanning and processing - 
Baseball and softball 
Small leather goods. 
General division 


Footnotes at end of table. 





Oct. 24, 1945 
A do 

J uly 

Oct. 24,1945 

Aug. 13, 1951 


Aug. 21,1950 
i eh tins 


sas abies 
Aug. 9,1948 
Oct. 24, 1945 


Oct. 24, 1945 
ee ~ 1948 


June 4, 1951 
Oct. 4, 1945 











aly 


a ee 
July 








Nov. 
Feb. 
Nov. 
July 
July 


5, 1951 
9, 1953 
6, 1950 

24, 1950 

13, 1953 


14, 1953 
6, 1954 


Sept. 
Dec, 


June 


SSRN AES 


ay 6 


moat aed 


Jan. he 1954 


“3, 1953 


July 14, 1952 
do 

16, 1951 

Jan, 1,195! 


June 26, 1951 


May 5, 1952 
do . 


Apr. 16, 19 1951 


July 21, 1952 
do 


May 3, 1954 
Nov. 8, 1954 


Nov. 19, 1951 
Jan, 28, 1952 


Tune 30, 1952 


8, 1953 | 





41.6. 

16. fy 

73.3 and 4, 
83.3 and 22.2. 


25. 
66.6. 
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TaBLe 7.—Increases in minimum rates of Puerto Rican industries effected under 
wage-hour orders by cents per hour and percentage—Continued 





Previous Present 

rate Ai . rate ores ,| Percentage of 
(cents Effective date (cents Effective date inereats 

per hour) per hour) 





ee, 
Lumber and wood products: 


Lumber and millwork___-_---- 32 | Oct. 24,1945 ‘ Aug. 11,1952 | 31.2. 
Furniture, woodenware, and | 32, 28,25 |........--.-- : ---do0......-| 18.7, 35.7, and 
} 2. 








miscellaneous wood products. | } 5 
Men’s and boys’ clothing: 
Suits, coats, and jackets_-.- 5 | May 14,1951 | 5s Mar. 14, 1955 | 57.1. 
Necktie division..............---} 35°}.....do. | 5E . lo. - 57.1. 
Hat and cap division........-.-} DD?" ee 5£ : Al. 
General division..._............- Lie: AG oe tS so ein GS 














Metal, plastics, machinery, instrument, transportation equipment, and allied industries: 
Electrical, instrument, and related manufacturing industries: 
Lens and thermometer division (recommended rate: 60). 
Resistance-type household appliance division (recommended rate: 65). 
General division (recommended rate: 70). 
Metal, machinery, transportation equipment, and allied industries: 
Fabricated wire proiucts, steel spring and slide fastener division (recommended rate: 65). 
General division (recommended rate: 75). 
Plastic products industry: 
Sprayer and vaporizer division (recommended rate: 75). 
Wall tile, dinnerware, and phonograph record division (recommended rate: 60). 
For subdivisions of this industry prior to recommendations of committees 16-A, 16-B, and 16-C, see 
attached wage order. 
Percentage increases: Low 10.3, high, 66.6. 


Unitep States DEPARTMENT OF LABOR 
WAGE AND HOUR DIVISION 
Washington, D. C. 


Tue METAL, PLASTICS, MACHINERY, INSTRUMENT, TRANSPORTATION HQUIPMENT, 
AND ALLIED INDUSTRIES IN PvuERTO RICO AND THE DIVISIONS OF THESE 


INDUSTRIES WAGE ORDER 


(Title 29, chapter V, Code of Federal Regulations, pt. 701) 


IN THE MATTER OF THE RECOMMENDATIONS OF SPECIAL INDUSTRY COMMITTEES NO. 
7 AND NO. 18 FOR PUERTO RICO FOR MINIMUM WAGE RATES 


Approval of recommendations of industry committee. 
Wage rates. 
Notices of orders. 
Definitions of the metal, plastics, machinery, instrument, transportation equip- 
ment, and allied industries in Puerto Rico. 
Authority: Sections 701.1 to 701.4 issued under section 8, 52 Statutes 1064, as 
amended, 29 United States Code 208. 
Source: 15 Federal Regulations 8184, November 30, 1950; and 18 Federal Regu- 
lations 6802 et seq., October 28, 1953. 

Section 701.1 Approval of recommendations of industry committees. 

The committee’s recommendations are hereby approved. 

Section 701.2 Wage rates—(a) Wages at a rate of not less than 45 cents per 
hour shall be paid under section 6 of the Fair Labor Standards Act of 1938, as 
amended, by every employer to each of his employees in the general division of 
the metal, plastics, machinery, instrument, transportation equipment, and allied 
industries in Puerto Rico who is engaged in commerce or in the production of 
goods for commerce. 

(b) Wages at a rate of not less than 75 cents an hour shall be paid under sec- 
tion 6 of the Fair Labor Standards Act of 1938, as amended, by every employer 
to each of his employees in the drydock division of the metal, plastics, machinery, 
instrument, transportation equipment, and allied industries in Puerto Rico who 
is engaged in commerce or in the production of goods for commerce. 

(c) Wages at a rate of not less than 68 cents an hour shall be paid under sec- 
tion 6 of the Fair Labor Standards Act of 1938, as amended, by every employer 
to each of his employees in the mining and primary metal and heavy fabricated 
metal products division of the metal, plastics, machinery, instrument, transpor- 
tation equipment and allied industries in Puerto Rico who is engaged in com- 
merce or in the production of goods for commerce. 

(d) Wages at a rate of not less than 58 cents an hour shall be paid under 
section 6 of the Fair Labor Standards Act of 1938, as amended, by every em- 
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ployer to each of his employees in the light machine shop products and small in- 
dustrial equipment division of the metal, plastics, machinery, instrument, trans- 
portation equipment and allied industries in Puerto Rico who is engaged in 
commerce or in the production of goods for commerce. 

Section 701.3 Notices of orders.—Every employer employing any employees so 
engaged in commerce or in the production of goods for commerce in the metal, 
plastics, machinery, instrument, transportation equipment, and allied industries 
in Puerto Rico shall keep posted in a conspicuous place in each department of his 
establishment where such employees are working such notices of these orders as 
shall be prescribed, from time to time, by the Wage and Hour Division of the 
United States Department of Labor and shall give such other notices as the 
divisions may prescribe. 

Section 701.4 Definitions of the metal, plastics, machinery, instrument, trans- 
portation equipment, and allied industries in Puerto Rico and their divisions. 

(a) (1) The metal, plastics, machinery, instrument, transportation equipment, 
and allied industries in Puerto Rico, to which this part shall apply, is hereby 
defined as follows: The mining or other extraction of metal ore and the further 
processing of such ore into metal; the manufacture (including repair) of any 
product or part made wholly or chiefly of metal or plastics ; and the manufacture 
(including repair) from any material of machinery, instruments, ophthalmic 
goods, tools, electrical goods, transportation equipment and ordnance: Provided, 
however, That the definition shall not include (i) the production of any basic 
material other than metal, (ii) the further processing of any basic material other 
than metal or plastics except when done by an establishment producing from 
such materials a product of this industry or subassembly of such product, (iii) 
the manufacture from plastic materials of fibers, yarns, and fabrics and the fabri- 
cation of products therefrom, (iv) any sewing or similar fabricating operations 
performed upon pliable plastics in sheet or film form or any other operations 
incidental thereto, (v) the manufacture from pliable plastics in sheet or film 
form of articles also commonly produced from paper, such as bags, containers, 
cards, drinking straws, and similar articles, or (vi) any activity included within 
the button, buckle, and jewelry industry, as defined in section 697.4 (and sec. 
709.4) of this subchapter, or the shoe manufacturing and allied industries, as 
defined in section 522.258 (f) of this subchapter in the wage order for that 
industry. 

(2) The definition in subparagraph (1) of this paragraph supersedes the 
definitions contained in any and all wage orders heretofore issued for other 
industries in Puerto Rico to the extent that such definitions include products 
or operations covered by the definition of this industry. 

(b) The separable divisions of the industries as defined in paragraph (@) (1) of 
this section, to which these wage orders and its several provisions shall apply, 
are hereby defined as follows: 

(1) General division.—This division consists of all products and activities 
included in the metal, plastics, machinery, instrument, transportation equipment, 
and allied industries in Puerto Rico, as defined in paragraph (a) of this section 
except (i) the manufacture of ornaments and decorations for Christmas and other 
holidays, made wholly or chiefly of tinsel, metallic chenille, metallic foil, or other 
metal or plastic materials, and (ii) products and activities included in the heavy 
products and industrial equipment division, as defined in subparagraph (2) of 
this paragraph. (Source: 15 F. R. 8184, November 30, 1950. Note: Special In- 
dustry Committee No. 13 for Puerto Rico recommended the division of the heavy 
products and industrial equipment division into the drydock division (subpar. 
(2), the mining and primary metal and heavy fabricated metal products division 
(subpar. (3)), and the light machine shop products and small industrial equip- 
ment division (subpar. (4) ). 

(2) Drydock division.—This division consists of the building and repairing 
(including painting) of oceangoing ships when performed in drydocks or 
shipyards. 

(3) Mining and primary metal and heavy fabricated metal products division — 
This division consists of the mining or other extraction of metal ore and the 
further processing of such ore into metal; the production of pigs, ingots, blooms, 
billets, plates, sheets, strips, rods, bars, tubing, and other primary metal prod- 
ucts; the fabrication of structural metal products; the manufacture (including 
repair) of foundry and heavy machine shop products; the manufacture including 
repair) of heavy industrial (including construction), agricultural and commer- 
cial (except office) machinery and equipment; and the manufacture (including 
repair) of transportation equipment (except oceangoing ships and children’s 
vehicles) and ordnance. 


70428—56——-16 
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(4) Light machine shop products and small industrial equipment division — 
This division consists of the manufacture (including repair) of light machine 
shop products and small or light industrial, agricultural, or commercial (except 
office) machinery and equipment, such as bolts, nuts, washers, rivets, bushings 
small tools and dies, gage blocks, and leaf springs; and galvanizing, coating. 
electroplating, and plating, except when performed by the manufacturer of a 
product as an incident to its production. 

F. GRANVILLE GrRIMEs, Jr. 
Acting Administrator, Wage and Hour Division, United States Depart- 
ment of Labor (15 F. R. 8184, Nov. 30, 1950). 
WriutAm R. McComs, 
Administrator, Wage and Hour Division, United States Department of 
Labor (18 F. R. 2803, Oct. 28, 1953). 


The wage order for the general division and the heavy products and industria] 
equipment division was signed November 27, 1950, published in the Federa] 
Register November 30, 1950, and became effective January 1, 1951. 

Special Industry Committee No. 13 for Puerto Rico was appointed on December 
25, 1952, to investigate conditions in and to make recommendations for the heavy 
products and industrial equipment division of the industry. The committee 
recommended that this division be divided into three separate divisions and the 
wage order for the drydock division, the mining and primary metal and heayy 
fabricated metal products division, and the light machine shop products and 
small industrial equipment division of the industries was signed October 22. 
1953, published in the Federal Register October 28, 1953, and became effective 
November 30, 1953. 

General division (recommended rate: 53) 





: _ 
| Present rate | Recommended 
| (cents per | ne a | rate (cents per Percentage 


hour) hour) of increase 





Needlework and fabricated textile prod- 
ucts: 

Woven and knitted fabric gloves: 
Hand sewing : . June 4,1951 | 22 
Machine operations | aebues 
Other operations | 

Leather gloves: } 

Hand sewing | 
Machine operations -__.......... | 
Other operations. -_--............- | 29 

Knitted gloves.._..........--...----.| 

Silk, rayon, and nylon underwear: | 
Hand sewing Tae WORE 
Other operations ................} 

Cotton and infants’ underwear: 

Hand sewing 

Other operations | 

Infants’ wear: | 


| 
| 
| 


Hand sewing 
Other operations. _.................- 
Children’s and dolls’ dresses: 
SE econo cccnceewoane 
Other operations ___......._..._.- 
Household art linens and needlepoint: 
Hand sewing 
Other operations. -.---- Z 
Handkerchiefs and square scarfs: 
Hand sewing 
Other operations__...._._- 
Blouses, dresses, and neckwear: 
Hand sewing 
Other operations 
Cordé and bonnaz embroidery and 
cordé handbags. 
Hat bodies 
Millinery (except crochet hats) 
Handbags (except cordé 
Sweaters and bathing suits 
Dene, slacks, shorts, pedal pushers, 


Crochet beading, bullion embroidery, 
m whine embrodered lace, and chev- 


rons. 
Crochet slippers 40.6, 
Crochet hats _— infants’ bootees: a: 
Other rations ’ 


30 . é 50. 
General division = 114.2 and 50. 
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General division (recommended rate: 58)—Continued 





Present 
rate 
(cents 


per 
hour) 


Previous rate 
(cents per 
hour 


Effective date 


Effective date 


Percentage of 
increase 





Paper, paper products, printing, 
publishing and related indus- 
tries: 


Railroad, railway, express, and 
property motor transport: 
Railroad - 
Railway express and prop- 
erty motor transportation. 
Rubber, straw, hair, and related 
products: 
Rubber products 
Straw, hair, and related 
products, 
Shipping 
Shoe manufacturing and allied 
industries. 
Stone, glass, and related prod- 
ucts 
Glass and glass products 
Glass decorating 
Mica Sedineniatiintniabeaiien 
Concrete pipe. .......-- 
Hot asphaltic plant mix 
General division 
Sugar manufacturing 
Textile and textile products: 
Cotton ginning and com- 
pressing. 
Hard fiber products 
Mattress and pillow 
General division 
Vegetable, fruit, and nut pack- 
ing and processing. 
Wholesaling, warehousing, and 
other distribution. 





Oct. 24, 1945 
May 7, 1945 


Aug. 2,1948 
..do- a2 


Oct. 24, 1945 
d 


May 7, 1945 
Nov. 26, 1951 


Oct. 24, 1945 


“eae 
Oct. 24, 1945 
May 24, 1948 

















Dec. 10, 1951 
yt 
Eades 
— © a 
a ed 


May 4,1953 
aN on nina 


Oct. 13, 1952 
July 20, 1953 


July 24, 1950 
Jan. 4,1954 


Mar. 30, 1953 
.-do 
tee 
.-do- 


mae 
Mar. 2,198 


Aug. 23, 1954 


Aug. 27,1951 








71.4, 
37.5. 
60. 


50. 
Average 30,2, 


32. 
71,4. 


20. 

71.4. 

114.2. 

63.6 and 42,8. 
36.3. 

33.3. 

15.3. 

50. 

70 and 6.2. 
66.6 and 50. 


62.5. 


TABLE 8.—Average hourly earnings, selected countries, latest available date 





Country 


| Average hourly earnings 





| In United | 


In national currency States cents! 


Workers covered 





Unskilled . . 
Females: 

Skilled_.__. 
~ Died 
May 1954 





Dollars | 


43.1 pence ___. .- ‘ 
1.656 deutschemarks..-_| 


54 
50 | 
39 
| 
50 | 
37 


173.7 francs ! 
128.0 franes!_ .....---. 
152.4 frances ! 44 


216.26 lire 2 





| All workers in manufacturing. 


0. 
| Allindustria workers. 


Workers in industry and com- 


merce, 


34 
35 | Adult workers in manufactur- 


ing and power. 





' Data refer to wages plus regularly paid bonuses. 


1 Average earnings, including family allowances. 
Source data: For Puerto Rico—Commonwealth of Puerto Rico, Department of Labor; for other coun- 


tries—unpublished statement prepared by Division of Foreign Labor 


Statistics, dated January 1955. 


onditions, U. 8. Bureau of Labor 
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Taste 9.—Voting records of the Special Industry Committees 
SPECIAL INDUSTRY COMMITTEE NO. 10 FOR PUERTO RICO 





Industry and branch 


Recom- 
Present 
rate mended 


rate 


Vote 





Communications, utilities, and miscellane- 
ous transportation: 
Airlines, ticket agencies, and miscella- 
neous. 

Cable and radio telephone----......-.-- 
Fn ea ‘2 
Raaio broadcasting 

Foods, beverages, and related products: 
Soft drinks 


Jewel cutting and polishing: 
Industrial jewel 
Gem stone. 
Shoe manufacturing and allied __-- 
Paper, paper products, printing, publish ing, 
and related: 
Daily newspaper 


Paper bag 
General division 


Textile and textile products: General divi- 
sion. 





Cents per hour 


75 


75 
70 
65 
55 


35 


50 
35 





4244) 








| 


| 
| 
| 
{ 


Unanimous. 


6-3, employers dissenting. 
Unanimous. 

Do. 

Do. 


6-3, employees dissenting. 
Do. 


4214) 6-2, employees dissenting. 


6-3, employees dissenting. 
Do, 


Unanimous. 
6-3, gmplogpes dissenting. 
0. 


Do. 
Do. 
Do. 





SPECIAL INDUSTRY COMMITTEE No. 11 FOR PUERTO RICO 





Leaf tobacco: 

Machine shredding and stemming 
Other operations_- 

Construction, business service, motion Dic- 


Motion picture. ios 
Business service and miscellaneous..._- 


Rubber, straw, hair and related: 
Rubber 
Straw, hair and related products 


Lumber and wood products: 
Lumber and millwork- ocineeeniaialtl 
Furniture, woodenware and miscel- 

cassantne petroleum, and related: 
Fertilizer. hormones and related ‘prod- 


ucts. 
Other chemical and drug products 


Machine-hooked rugs 











6-3, employees dissenting. 
Do. 


Do. 


Do. 
5-3, employers dissenting, Mason (em- 
ployee) abstaining. 


5-4, employers and Koehn (public) dis- 
senting. 
6-3, ober ‘dissenting. 


5-4, employeesand Rottenberg (public) 
dissenting. 

5-4, employeesand Rottenberg (public) 
dissenting. 


8-1, Mendez (employer) dissenting. 
Unanimous. 


Do. 


6-3, employees dissenting. 
Employees abstaining. 
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TABLE 9.—Voting records of the Special Industry Committees—Continued 
SPECIAL INDUSTRY COMMITTEE No. 12 FOR PUERTO RICO 





Recom- 
Industry and branch ag mended 
rate 





Sugar manufacturing 6-3, employers dissenting. 
Alcoholic beverage and industrial alcohol: 8-1, Rivera dissenting (labor). 
beer division. 
Button, buckle, and jewelry: 
Pearl button and buckle 
Leather, cotton tape, and fabric buttons 
and buckles. 
Plastic, glass and other buttons and 
buckles and 
Rosaries and native jewelry 


Stringing of artificial pearl and other 
necklaces, bracelets, and similar jew- 
elry items, including pearlizing. 

Previous jewelry 

Metal watchbands. 


Cents per hour 
75 


Ss 


Unanimous. 
Do. 


Do. 
7-1, Rivera dissenting (labor), Stern- 


back abstaining (labor 
6-3, employees dissenting. 


Do. 
6-3, Vick (employer), Mason (em- 
ployee), Sternback (employee) dis- 


senting. 
6-3, employees dissenting. 


Ss 8& 8 & 8 && 


Metal and plastic jewelry and miscel- 
laneous. 
Railroad, eewey express, and property 
motor ti 
Railway frision 
Railway express and property, motor 
transport division. 


Stone, glass, and related products: 
Glass and glass products 
Glass decorating division 
Mica division 
Concrete pipe division 
Hot asphalt plant mix 
General division 


aS 


Do. 
6-3, Bras (employer), Mason (em- 
ployee), Rivera-Martinez (employee) 
dissenting. 


Unanimous. 
Martinez (employee) and Mason (em- 
ployee) dissenting. 
Unanimous. 
Do. 
Do. 





KRKKAK 








8 














SPECIAL INDUSTRY COMMITTEE NO. 13 FOR PUERTO RICO 





Metal, plastics, machinery, instrument, | 
transportation equipment, and allied 
industries: 

Heavy products and industrial equip- 

ment division: 


Drydock operations 7-2, Boyd (employer), Subira (em- 


ployer) dissenting. 
Mining, foundries, Do. 


machine-shop 
Light moet 6-3, Boyd and Subira (employers) and 

Wissier (public) dissenting. 
Unanimous. ‘ 
6-3, Boyd (employer), Subira “(em- 

ployer), and Wissler (public) dis- 


S& & & & 


& 


Rubber, straw, hair, and related 5-4, _- and,1 employer member 
products: Straw, hair, and related dissenting. 
products. 
Leather, leather goods, and related: 
Hide curing 
Leather tanning and processing 


Baseball and softball: 
Hand-se 
Other o 
Small leather 
Hand-se 
Other operations 
General division: 
Hand-sewing and hand-lacing-.. 
Other operations................ 


Unanimous, 
5-4, employers and Poole (employee) 
dissenting. 


S38 8s 


6-3, employees dissenting. 
Do, 
Do. 
Do, 


Do. 
Do. 





3 BS 
S$ 88 88 8& 
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AS A RESULT OF THE SHARP 

REDUCTION IN DEATH RATE 

IN PUERTO RICO 

BETWEEN 1940 AND 1954... LIFE EXPECTANCY 
INCREASED 15 YEARS 
IN THIS PERIOD 


1940 1954 ; 1940 1954 


THE COMMONWEALTH HAS BEEN 
SPENDING A LARGE PROPORTION OF 
ITS BUDGET FOR EDUCATIONAL 
PURPOSES 


The amount for Education The enrollment almost 
increased five-fold doubled during the 
between 1940 and 1954 same period 


$376 Million 
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THIS WAS THE INCOME OF 
A WAGE EARNERS FAMILY IN 


1941 1953 


+180 





THE PROPORTION OF WAGE EARNERS 
FAMILIES WITH INCOMES OF 


LESS THAN $500 AND $1000 AND OVER 


sim 
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TOTAL NET INCOME AS WELL AS 
WAGES INCREASED SUBSTANTIALLY 
BETWEEN 1940 AND 1954 


TOTAL NET INCOME 
$227.8 Million 


WAGES 
$117.3 Million 


$970.7 Million 


$557.8 Million 


PER CAPITA GROSS PRODUCT IN 
THE LATIN AMERICAN COUNTRIES 
AND PUERTO RICO, i952 


Argentino = wine PR ee 


Venezuela 

Cubo 

Ponoma 

Uruguay : 

Chile eee EE 9335 
Brazil Es 7g fer)e 
Colombia 

Costa Rice 


Guatemola 

Nicoroguo 

El Salvador 

Pareguoy 

Honduras 
Peru Fe: tue 
Ecuador Ee #03 
Hoiti Eg *ee 
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AVERAGE HOURLY EARNINGS 


IN MANUFACTURING IN PUERTO RICO 
COMPARE FAVORABLY WITH THOSE OF 
OF WESTERN EUROPE, 1954 





PUERTO GREAT WEST ITALY 
RICO BRITAIN GERMANY 


STATEMENT OF Davip DusiInsKy, PRESIDENT, INTERNATIONAL LADIES’ GARMENT 
WorKers’ UNION 


Mr. Dustnsky. Thank you. Occasionally, Senator, we were consulted by the 
Department of Labor when the needle industry was involved, regarding the 
nominations of labor representatives on these committees, and I understand that 
the employers’ associations, when needlework industry was involved, were con- 
sulted, with regard to nominations of employer representatives. 

Senator Doucias. Now, when you make your recommendations, do you recom- 
mend people from Puerto Rico, as well as from the United States? 

Mr. Dusrnsky. No, Senator, we recommended only labor members from the 
mainland of the United States. Puerto Rican members, I understand, were 
recommended by the trade unions of Puerto Rico, and by the employers’ associa- 
tions from Puerto Rico. The Government of Puerto Rico, I understand, recom- 
mended public representatives on such committees. 

Senator DoveLas. Well, how strong are the trade unions in Puerto Rico? 

Mr. DusptrnskKyY. Very weak. Very ineffective, I am sorry to say. 

Senator Doueias. Well, this is the same problem that they had originally in 
Great Britain when many of the trades were not strongly organized, and the 
problem was to get adequate representatives from the Labor Office. 

We have that same problem in some of the American States. 

Mr. DuBinsky. That is right, Senator. When I was on the last committee— 
this was committee No. 15—there were two representatives of labor from the 
United States, one from the amalgamated clothing workers and the other from 
our international union. 

There was also a representative of the Puerto Rican Federation of Labor on 
the committee. This organization did not have many members in the needle 
trades and but a few union shops in this industry. They represented primarily 
the labor mevement of Puerto Rico as a whole, instead of representing specifically 
the organized workers in the needle industry. 

Senator Dovetas. Will you continue, Mr. Sierra? I hope you will continue 
to stay here, Mr. Dubinsky. 

Mr. Sierra. Industry committees operate in the following manner: Each 
committee holds full hearings for the industries under consideration, and, on 





244 MINIMUM WAGES FOR PUERTO RICO AND VIRGIN ISLANDS 


the basis of the data presented to it, recommends minimum wages for these 
industries. 

The recommendations of the committee, together with the records made by 
the committee, are then sent to the Administrator of the Wage and Hour 
Division of the United States Department of Labor for his review and decision, 

Under the law as presently written, the Administrator is required to grant a 
second hearing to any interested persons who may request such a hearing. He 
then either approves or rejects each recommendation of the industry committee, 

If the Administrator approves a recommendation, it becomes effective, subject 
to judicial review. If he rejects it, the same or a new industry committee is 
appointed to conduct a second study of the industry in question and to make 
recommendations. 

Let us now turn to the voting records of the industry committees. It has been 
alleged that the public members of these committees from Puerto Rico have— 
“apparently deemed it their primary function to preserve the unfair competitive 
advantage for the island and to vote for minimum wages short of those which 
would have been proper under the law.” 

This statement is not in accord with the facts. I have analyzed the voting 
records of the last 7 industry committees, and these records show that in 95 out 
of the 101 recommendations made by these committees, the public members from 
Puerto Rico voted with the public members from the mainland. 

Senator Dovetas. That raises another question. How are the public members 
from the mainland suggested, and who suggests them? 

Mr. SrerrA. That, I can’t answer. 

Senator Douc.ias. Well, I demand an answer to this from the Department of 
Labor by tomorrow morning. 

(The response of the Department of Labor follows :) 


JNITED STATES DEPARTMENT OF LABOR, 
OFFICE OF THE SOLIcITor, 
Washington, May 5, 1955. 
Hon. Paut H. DouGLas, 
United States Senate, Washington, D. C. 


DEAR SENATOR Dovucltas: My attention has been called to your oral request 
today that the Department of Labor furnish to you a statement of the methods 
which the Department uses in selecting the mainland public representatives who 
serve on Puerto Rican industry committees under sections 5 and 8 of the Fair 
Labor Standards Act. 

I am advised that in each instance the Department has made every effort to 
obtain the services of the most highly qualified individual who can serve in a 
disinterested and objective manner and who is available for this public service 
at the time a particular committee is scheduled. No stereotyped procedure for 
the selection of public members from the mainland is used and, of course, there 
is no stereotyped procedure for the selection of public members for Puerto Rico. 
The only interest of the Department has been to secure the best qualified per- 
sons available at a particular time. 

You will be interested in the list of persons who have served as public members 
from the mainland since 1940. 

We appreciate the opportunity that you extended to us to appear today to 
furnish additional information on wage determinations for Puerto Rico. Your 
committee was informed that instead of appearing on separate days, the Depart- 
ment would appreciate the opportunity to furnish information with respect to 
Puerto Rico in connection with its appearance at a later time. 

Sincerely yours, 
Strvuarr RornuMan, Solicitor of Labor. 


MAINLAND PUBLIC MEMBERS OF PUERTO RICAN INDUSTRY COMMITTEES 


Msgr. rae J. Haas (industry committee No. 1), Catholic University, Washing- 
ton, D. C. 

Arthur F. Raper (industry committee No. 2), professor, University of Georgia, 
Greensboro, Ga. 

John A. Lapp (industry committee No. 3), labor arbitrator, Chicago, Ill. 

Tipton R. Snavely (industry committee No. 4), professor, University of Virginia, 
Charlottesville, Va. 

Paul F. Brissenden (industry committees Nos. 5, 10, and 13), professor, Columbia 
University, New York, N. Y. 
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L. Metcalfe Walling. (industry committee No. 6), attorney, Ridgefield, Conn. 

Morris Miller (industry committee No. 7), attorney, Washington, D. C. 

Paul B. Sanders (industry committee No. 8), professor, Vanderbilt University, 
Nashville, Tenn. 

Laurence A. Knapp (industry committee No. 9), attorney, Washington, D. C. 

Walter H. Koehn, Jr. (industry committee No. 11), labor relations consultant, 
New York, N. Y. 

W. Willard Wirtz (industry committee No. 12), dean, Law School, Northwestern 
University, Evanston, Il. 

James C. Hill (industry committee No. 14), labor arbitrator, Pelham. Manor, 
N. ¥. 

Joan Borden Colt (industry committee No. 15), public relations consultant, 
Providence, R. I. 

Martin P. Catherwood (industry committee No. 16), dean, School of Industrial 
Relations, Cornell University, Ithaca, N. Y. 


Mr. Sierra. In addition, the records show that the public members from 
Puerto Rico have, in the few instances where deviations occurred, voted for 
slightly higher rates than the public members from the mainland. 

The voting record of the labor members of these committees is also very in- 
teresting: 39 out of the 101 recommendations have been unanimous, and in an 
additional 16 recommendations, only the employer members dissented. Thus, 
organized labor voted in favor of the final rate in more than half of these 
recommendations. 

It is also’ interesting to observe that, most of the time, Puerto Rican labor 
has voted with mainland organized labor. The records indicate that where there 
is a division in voting, it is based on group representation rather than on whether 
members are from Puerto Rico or the mainland. 

In addition, it should be noted that the lowest rates in the home needlework 
industry have been the result of unanimous votes, which have included rep- 
resentatives from mainland labor. 

Senator Dove.as. That is the 17%4-cent hourly rate? 

Mr. Srerra. Yes, sir; and the 21 and 22 cents. 

The voting records of the committee members, and the minimum wages 
recommended for different industries, are appended to this report as table 9. 

As I have mentioned, many of the minimum wage rates which have been estab- 
lished by these tripartite industry committees have been the result of unani- 
mous recommendations. This agreement of organized labor, management, and the 
public, both from Puerto Rico and the mainland, indicates that in the judgment 
of all parties, these rates are the highest rates compatible with the ability of 
industries to pay. 

When we consider Puerto Rico’s tremendous progress in raising wage levels, 
which has gone hand in hand with her program of industrial expansion, I 
believe that we can say, without reservation, that the application of the Fair 
Labor Standards Act to the Commonwealth has been in complete accord with 
the congressional intent of this law. 

I do not mean to imply that there are no deficiencies in the Fair Labor Stand- 
ards Act, or in the procedures applied under it. In fact, I now want to examine 
the deficiencies which we believe do exist, for I feel that it is appropriate to do 
this while Congress is considering the act for possible amendment. 

The deficiencies, both legislative and administrative, which we have experienced 
in Puerto Rico may be summed up simply as “too little, too late.” 

First, too few hearings are being held. Under the present United States mini- 
mum, at least three committee hearings a year, together with an adequate com- 
mittee staff, would be required to carry out the full intent of the law. 

But during the past few years, the Wage and Hour Administrator has been 
able to schedule only 1 or 2 hearings a year. This reduction in hearings is 
contrary to the unanimous recommendation of a House subcommittee which in- 
vestigated this problem in Puerto Rico in 1949. And if the United States mini- 
mum is revised, we believe that at least six hearings a year would be required 
to carry out the fnll intent of the law. 

Second, the holding of second hearings has consistently delayed final action 
on recommended wage changes. Sections 8 (b) and 8 (c) of the Fair Labor 
Standards Act require that each snecial industry committee, after conducting a 
full hearing, “recommend” to the Wage-Hour Administrator “the highest 
minimum wage rates for the industry * * *.” Thereafter, under section 8 (d), 
the Administrator “after due notice to interested persons, and giving them op- 
portunity to be heard * * *” reviews the record made by the industry committee. 
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The phrase “giving them opportunity to be heard,’ I am advised, requires 
that the Administrator must grant any interested party a full hearing, even 
though a full hearing has already been held before the industry committee. 

In effect, the guaranty of a second hearing merely encourages dissatisfied 
parties to appeal the recommendation of the industry committee in order to post- 
pone the date when the wage rate will be changed. We are convinced that the 
whole process could be speeded up considerably if the second hearing were 
eliminated. 

Since all parties have an opportunity for full hearing before the committee, 
and since the Administrator reviews the record made by the committee, it 
would appear that any due-process requirements would be amply satisfied by 
permitting parties to point out, by brief or by objections alone, any deficiencies 
in the committee record. 

Senator Dovetas. This may be a very constructive suggestion. What you are 
saying is that appeals should be on the basis of briefs, rather than on the 
basis of hearings? 

Mr. Srerra. That is right, and I make that recommendation. 

Senator Dovetas. That recommendation would be dependent upon most of the 
decisions of an appellate court. 

Mr. Sierra. I am entirely in agreement with you, Mr. Chairman. I make 
this specific recommendation at the end of my statement. 

Third, the Administrator has frequently delayed action on committee recom- 
mendations for long periods of time. Although the Administrator normally 
accepts or rejects a recommendation within a reasonable length of time, on all 
too frequent occasions he has done neither for several months. 

There have been instances in which, because of legal and other requirements, 
recommendations have waited 15 months for his decision. The statute affords 
no relief to interested parties in this unhappy circumstance, and the wage rate, 
of course, remains unchanged. 

Senator Dovctas. Mr. Sierra, it seems to be extraordinary that the Adminis- 
trator has delayed action for as long as this. Is it possible that your government 
may have passed the word along to the Administrator that you didn’t wish him 
to move too quickly? 

Mr. Srerra. Well, we have urged that they move quickly. 

Senator Dovetas. You have urged that they move quickly? 

Mr. Sierra. That is right. 

Senator DoueLas. You have never urged that he move slowly? 

Mr. Srerra. No. As a matter of fact, the Wage and Hour Division claimed 
last year that they didn’t have enough money to conduct the required number of 
hearings. The Governor of Puerto Rico, therefore, requested the legislature 
to appropriate money to offer to the Wage and Hour Division—they used only 
around $12,000 of the $25,000 that we offered. 

As a matter of fact, I have already requested the Governor, and the Governor 
has requested the legislature, to make an appropriation of $100,000 in case it was 
needed and the Wage and Hour Division would be willing to take it, or some 
agreement would be worked out, because Puerto Rico feels the need of this 
continuing machinery to revise wages continuously. 

We don’t want industrialization just for a few, Mr. Senator. If industrializa- 
tion cannot be profitable for all of the people of Puerto Rico, I tell you there will 
be no hope for the people of Puerto Rico. We don’t believe in that. We think 
that these wages have to be revised continuously and as rapidly as possible, to 
see that industry doesn’t get an undue increase in profits and leave labor too far 
back. 

Senator Doveras. I know that you are a very polite gentleman, and that in 
addition to reasons of politeness, you do not wish to endanger the relationships 
between Puerto Rico and the Wage and Hour Division, but have you any explana- 
tion for what seems to be an extraordinary delinquency on the part of the Wage 
and Hour Administration? 

Mr. Sierra. I don’t have. I don’t think it is proper for me even to go into 
that field. 

Senator Dovetas. Mr. Dubinsky, do you have any explanation? 

Mr. Dustnsky. My explanation would be the lack of sufficient appropriations 
for the functioning of the Department. 

Senator Dovetas. In other words, you don’t think it is a lack of will? 

Mr. Dustnsky. I wouldn’t charge the Department with that; no. I was in 
Puerto Rico in January 1954. I always complained about the delays in giving 
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—_ 


decisions by the Administrator. After I left Puerto Rico, I spoke to the Secretary 
of Labor and I spoke to the Administrator of the Wage and Hour Division, and 
pleaded only for one thing—speed—and was promised that speed would be 
ap lied. 

PWhen I saw the growing delays, I wrote |etters and called Washington on the 
telephone. Despite all this, some 15 or 16 months have lapsed, and as of today, 
the final wage orders have not been issued. 

Senator Doue.as. Is this an example of the bold and efficient administration 
which supposedly the country was getting in 1952? 

Mr. Srerra. Mr. Chairman, I would like to say that I am entirety in accord 
with Mr. Dubinsky, that it is a question of lack of money, more than any other 
thing. With my experience and my relations with the Department of Labor, 
I think that I can confirm this statement, although I do not administer the law 
and I am not a part of the United States Department of Labor. Therefore, I 
thought I should not testify specifically on this point or answer the question. 

Senator Doue.as. I appreciate your restraint in this matter, but it has been 
my observation that in our Government there is always enough fat which they 
can draw upon so that they can meet almost any normal emergency. 

I think I notified representatives of the Department of Labor that they should 
bring in a schedule showing the length of time between the recommendation of 
the industry committees, the second hearings and then the final awards by the 
Administrator. 

Also, I understand that before the industry committees are set up, there is a 
preliminary survey. In fact, I would like to have the Department of Labor 
draw a chart similar to the charts prepared by scientific management experts 
showing the sequence of steps involved in the whole process. 

It sounds as though the procedures have been devised by a gentleman by the 
name of Rube Goldberg. 

Mr. Srerra. May I proceed, Mr. Chairman? 

Senator Doveras. Yes. 

Mr. Srerra. It is possible that there are budgetary considerations which slow 
up the Administrator’s review of the committee’s record and recommendations, 
but any quasi-judicial process which takes this long to be completed defeats the 
purpose of the legislation it is supposed to implement. 

The problems we have noted above constitute the greatest single deficiency in 
the present legislation, in terms of its application to Puerto Rico. It can be 
remedied by adequate appropriation, by legislative revision, and on the admin- 
istrative level. 

In summary, we have to recognize that the individuals making up the industry 
committees have done an outstanding job. On the other hand, the procedures 
involved—which have nothing to do with the individuals—have, in many respects, 
been slow and cumbersome. Although Puerto Rico has apparently been criticized 
for these procedural deficiencies, it should be noted that Puerto Rico has never 
had any responsibility to discharge in the administration of these procedures. 

We are greatly pleased with the overall success of the flexible industry-by- 
industry approach, and we are convinced that if the procedures are revised in 
accordance with the recommendations outlined below, the full intent of the law 
can be carried out in Puerto Rico. 

The Commonwealth of Puerto Rico believes that any change in the minimum- 
wage law affecting Puerto Rico should recognize the following basic principles: 

(1) That as soon as feasible, actual or prevailing wages in Puerto Rico should 
be determined not by the Government in the form of minimum wages, but by the 
free domestic process of collective bargaining between labor unions and employers. 

This bargaining should be based upon true minimum wages which represent a 
floor to support a decent standard of living, and net a ceiling reflecting the mavxi- 
mum that employers can pay. In other words, we believe that the ultimate wage 
pattern in Puerto Rico should be determined by the same philosophy that exists 
in'the States:and in any true industrial democracy—(a) a fair basic minimum 
as a floor; and (0b) collective bargaining. 

It should not be a pattern of wages that are fixed by governmental action, 
whether they are called minimum or prevailing wages. 

(2) Until the labor movement grows in strength in Puerto Rico, however, the 
prevailing wages in most industries will take the form of legal minimum wages. 
These wage levels should be progressively adjusted within the limits of the ability 
of Puerto Rican industry to pay. 
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(3) Wage levels in Puerto Rico should always take into account the profound 
influence of wage levels in the United States. Wage levels in the States pro. 
foundly affect the competitive position of industries in Puerto Rico which com- 
pete with industries in the States. As wages increase in the States, the ability 
of competing industries in Puerto Rico to increase wages is improved. 

(4) Wages in Puerto Rico have not been static during the past 5 years, as has 
been the case with statutory minimum wages in the States. While legal mini- 
mum wages in the States during the past 5 years have remained at 75 cents, 
minimum wages in Puerto Rico in most competing industries have greatly in. 
creased—some of them by more than 200 percent. 

(5) Wage differentiais between Puerto Rico and the States cannot be taken 
as a gage of competitive equality. Although wages may be lower in Puerto Rico, 
they may be offset to a greater or lesser extent by adverse factors that result 
in increased costs to industry in Puerto Rico, such as the cost of importing raw 
materials, the cost of exporting finished products to markets in the States, the 
necessity for adjustment of workers with an agricultural background to mass- 
production methods, and many other adverse factors. 

(6) As I have said previously, the government of the Commonwealth is firmly 
committed to the principle of increasing wages as rapidly as possibly and to the 
highest possible level, in order to continue to raise living standards in Puerto Rico 
with full knowledge that this will have a tendency to reduce wage differentials 
between the States and Puerto Rico. 

(7) Increases of minimum wages in Puerto Rico must be made on a flexible, 
industry-by-industry basis. This approach is necessary because minimum wages 
are in most instances prevailing wages in Puerto Rico; because minimum wages 
have been continually increased in Puerto Rico while United States minimum 
wages have remained static; because some of the increases in Puerto Rico have 
been extremely sharp; because some of these increases have been made within 
the past few months; because industries are relatively new; and because of 
other factors such as the overall physical productivity of each industry. 

(8) Because adjustments of minimum wages are the usual method available 
for adjustments of prevailing wages, it is necessary that the machinery for such 
adjustments operate expeditiously. 

Changes should be made in the existing machinery provided by law, and in the 
law itself, and adequate funds for administration should be provided in order to 
avoid delays of the character that have heretofore been experienced. 

Senator Doveias. I am informed that the House, in the appropriations bill 
for the Department of Labor, has increased the appropriation for this purpose 
by $45,000 and that this bill is now before the subcommittee of the Senate 
Appropriations Committee. 

And I think that representations by interested parties would have a real effect. 

Mr. Srerra. That is good news for us, Mr. Chairman. 

(9) In keeping with the letter and spirit of the Commonwealth and of the 
compact between the Government of the United States and the people of Puerto 
Rico, provision should be made for participation by the Commonwealth govern- 
ment in the determination of minimum wages under Federal law. 

Accordingly, our recommendations are as follows: 

(1) The basic provisions of the existing law with respect to Puerto Rico 
should be retained for the present time to provide for constant upward revisions 
of minimum wages in Puerto Rico rather than for a statutory minimum wage as 
in the States. 

(2) If the minimum wage in the States is to be increased at the present time, 
provision should be made for a rapid survey and adjustment of minimum wages, 
industry by industry, in Puerto Rico, by a special committee or by the Secretary 
of Labor of the United States. 

This committee or the Secretary of Labor should be directed to increase 
minimum wages, industry by industry, in Puerto Rico within the limits of the 
same percentage by which minimum wages are to be increased in the States, if 
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and to the extent that this committee or the Secretary of Labor finds that such 
increases are (a) feasible in view of the economic position of a given industry 
in Puerto Rico, and (b) desirable in order to maintain fair competition between 
plants in the United States and in the Commonwealth. 

(3) The existing provisions of law with respect to minimum-wage committees 
in Puerto Rico should be retained, but amended in three respects: (a) to provide 
for the elimination of the delays caused by the cumbersome procedures involved 
in a second hearing before the Wage-Hour Administrator; (0) to provide for the 
appointment of at least 6 committees each year (this is necessary in order to 
review all orders at least once every 2 years), or to provide for the creation of 
a permanent committee with continuing jurisdiction to fix minimum wages and 
with authority to issue wage orders that will become effective unless put aside 
in whole or in part by appropriate courts of appeal; and (c) to provide for the 
appointment of at least half of the members of such committees, or members of 
the permanent committee by the Secretary of Labor of the United States upon 
recommendation of the Commonwealth government made in consultation with 
labor and industry. 

(4) The expenses of administration of this program should be shared by the 
Commonwealth and the Federal Government on an appropriate basis. 

Senator Dovuaiss. Thank you very much, Mr. Sierra. 

A number of questions come forward. I am informed that in 1947-48 the 
minimum-wage board began its studies of the needlework industry to determine 
the desirability of fixing minimum wages for the workers in that industry. The 
report—and this is taken from the Governor of Puerto Rico’s report—noted that 
preliminary work had begun on an order for the needlework industry. 

The order was finally issued and made effective on the 2d of January 1953, 
providing for a wage of 25 cents an hour in factories and 20 cents an hour for 
homeworkers. 

Apparently, therefore, it took 5 years to get this order out. 

Mr. Srerra. This was a study for the industry that operates locally, I have 
not been a member of the minimum-wage board in Puerto Rico. The minimum- 
wage board is not my department. But the law specifically says that the Secre- 
tary of Labor cannot amend any wage order of the board. He has the responsi- 
bility of enforcing it. 

And according to my recollection, this study was started by a professor from 
the university. And then this person had to stop the study. Then later on came 
a serious situation for the industry as a result of competition with the Philippines 
and Japan. That competition is reflected in the local industry, because some 
of these plants, although operating for the local market, also operate for the 
mainland. And the situation was that the members of the board found out that 
the order would be a ridiculous order. So they stopped it in the local industry. 
That is what my recollection is. 

Senator Dovuetas. In the meantime there was no minimum wage? 

Re Sterra. For the local industry, yes; that is right. That was the situation 
there. 

Another thing is that the Minimum Wage Board of Puerto Rico does not 
issue minimum wages for the industry as a whole. It issues minimum wages by 
occupations. They don’t want to leave the skilled and the semiskilled workers 
all together. 


So it takes time for the minimum-wage board to make a study by occupations 
in each industry. 

More than that, the law authorized the board to consider vacations with pay 
for these workers and to fix other conditions of employment. It is a slow pro- 
i And we have been studying the possibility of making changes in the 
aw. 

We are anxious to see labor more active so that labor can take care of these 
social duties to increase wages by classifications and not have a law and not have 
the board just getting into the classification of jobs themselves. At present it is a 
difficult task. Mr. Chairman, I am sure you know the field. 
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Senator Dovetas. It sounds to me that they way you have been operating js 
very similar to that under which New Zealand operated for many years, with 
very minute regulation of wages, rather than a mere minimum wage. 

Mr. Dubinsky, do you have any comments on how the administration coulda 
be speeded up and made more efficient? 

Mr. Dupinsky. Yes, Senator, I do. But I want to be frank with you. Iam a 
little bit, should I say, disappointed, because in the conversations that I had with 
the Secretary of Labor and the Governor of Puerto Rico, they recognized the 
nature of the existing problem. They recognized that we may have justified com. 
plaints against the prevailing conditions in Puerto Rico, and the unfair competi- 
tive advantages enjoyed by this island. 

And that is why I came here this morning. I wanted to hear the Secretary and 
the Resident Commissioner. I wanted to hear what their proposals would be. 
The only proposal made related to committee procedures. And I claim copyright 
on some of these suggestions. No other proposal was discussed. 

If you remember, Senator, I complained against the committees; and I stil] 
complain against the committees; and I said at that time that the public members 
influenced the decisions of the committees. 

And if you will read the table that has been submitted by the secretary of 
labor of Puerto Rico, you will see that special industry committees were far 
from unanimous even though there was a substantial amount of agreement. As 
I previously suggested, the mainland should get at least an equal number of com- 
mittee members. 

Mr. Srerra. We do not disagree with that. 

Mr. Dusinsky. The proposal now, I see, is that the island get an equal number 
of members with the mainland. 

Mr. Sierra. That the island get half of it. 

Senator Dovetas. Well, there are only two halves. 

Mr. Sierra. We will take either half. 

Mr. Dustnsky. Let’s be frank about it. This is a chess game. The committee 
consists of nine members. When you say at least half, that means five. It can- 
not be four and a half. The one that gets at least a half gets five. 

Mr. Srerra. We recommend 6, and they can recommend 6. The situation is 
this: We never have had participation in this program. 

Puerto Rico has never recommended, but has only supplied, a list of names for 
public representatives. And then Puerto Rico is taking all of the blame for this 
cumbersome procedure. And I think that it is fair for Puerto Rico to be at least 
represented in some way. 

Senator Doveias. You would agree to even-numbered committees? 

Mr. Srerra. Yes, sir. We will agree to even-numbered committees. 

Another thing is this, Mr. Chairman: I would like to say this if you will give 
me a minute to explain. 

I think this question of lining up Puerto Ricans and the mainlanders in these 
committees has not been good—neither for labor policies nor for the relations 
between committee members. I think that Puerto Rico should have the right to 
recommend to the Secretary of Labor the labor representative from the States, 
or vice versa, and that the Secretary of Labor can ask industry in Puerto Rico 
or labor in Puerto Rico to recommend for the appointment. 

We would like to see this line of mainland and islander break out, because I 
don’t think it is good. But if we say at least half—well, strike out the words 
“at least”—if Puerto Rico will have half of the committee, or recommend half 
of the committee—and Mr. Dubinsky can be sure we are going to recommend 
people from the mainland, because we are interested in breaking this line. 

Mr. DusinskKy. Will you permit me just a word or two, because I don’t want 
to prolong this. 

Senator Dovetas. Yes, sir. 

Mr. Duptnsky. It is my contention that the system of the committees hasn't 
worked right. The evidence presented here by me and presented by the Secretary 
of Labor shows that it took 16 and 19 months to activate a wage order. At the 
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same time, the wage gap between Puerto Rico and the mainland steadily widened. 
When the mainland minimum is raised, the corresponding adjustments in Puerto 
Rico cannot be left to the committees alone. Something concrete must be done by 
the Congress in order to prevent the further widening of the wage gap. 

I don’t know what conclusion you gentlemen will come to; but it is a serious 
problem. It cannot be resolved by an argument that Puerto Rico has a higher 
average wage than Great Britain—and I saw, Senator, that you referred to it. 
You, as my professor of economics, always taught me that it isn’t what the wages 
are, but what their purchasing power is, what you buy with the wages that 
counts. Thus, it would have been only fair for the Puerto Ricans to present 
you also with data on the standard of living of the workers of Puerto Rico as 
well as the workers of Great Britain. Actually, I prefer, instead of going into 
a debate at this time, to send in a memorandum on the various issues raised 
before you. 

Senator Doveras. I don’t know whether the International Labor Office has 
computed for Puerto Rico this cross-index of living costs which they used to 
carry out for other countries, and whether that comparison can be made. 

Mr. Srerra. Can I ask, Mr. Samuel Weiss, consultant to the Puerto Rican 
government, to explain this? 

Senator Dovue.as. Yes. 

Mr. Werss. These figures take into consideration the differences in purchasing 
power, because when you translate, for example, from pounds to dollars, the 
free market takes that into account. We are talking about rates, not annual 
incomes. Standards of living can be studied by the use of annual figures. The 
rates shown do take into consideration the differences in purchasing power of the 
various countries. 

Senator DoueLas. You mean the pound is valued at $2.80-——— 

Mr. WEIss. Whatever the free market value is. 

Senator Douc.Las. Well, we don’t want to get into too complicated questions. 
But the internal cost of living is different from the cost of commodities traded 
in international exchange. 

Mr. WEIss. The Department of Labor does consider this a fair relationship 
of earning rates between those countries and Puerto Rico. 

Senator Dovueias. When I lose my job, I will go down to Puerto Rico and try 
to hire myself out. 

Mr. Srerra. Mr. Chairman, I would like to state for the record that I have 
never admitted that there is an unfair competitive position with the mainland. 
I would like to say in addition to what Mr. Dubinsky has said that we recognize 
that there is a problem in Puerto Rico. We have been trying and we have been 
discussing this problem with Mr. Dubinsky in the hope that labor and a govern- 
ment that can be considered as sympathetic to labor could be in full agreement 
before this committee. 

Senator Doue.ias. Well, I take it then that this is simply the second round of 
negotiations—or the opening round—and that each side is sort of feeling out the 
other. 

Mr. Srerra. Mr. Chairman, I would like to say this also: That I am a secretary 
of labor of Puerto Rico, and I am concerned with the whole picture of the eco- 
nomie operation, and not just one industry. 

Senator Dovueias. Surely. I understand. 

Mr. Srerra. I am not talking of a single industry, but I am talking about all 
of the industries of Puerto Rico. I am not talking of only one group of workers 
but of all the workers of Puerto Rico. That is our main responsibility as a 
government that tries to discharge its responsibilities toward the whole com- 
munity. 

Senator Dovueras. Thank you very much. You have made a 
presentation. 


Mr. Srerra. A brief survey of the history of the legislation as it 
has been applied to Puerto Rico will help to understand our view. 
70428—56——17 


very able 
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In 1938, when the law was enacted, a flat 25-cent minimum was 
established for Puerto Rico. The result was chaos. Large segments 
of Puerto Rican industry folded up. , The creation of the standard 
spelled their doom. A subsequent congressional investigating com- 
mittee reported: “The effect was disastrous to the economies of the 
islands.” (The Virgin Islands were included.) 

Congress, thereafter, in 1940, established the industry-comiittee 
approach. These tripartite committees were charged with the duty of 
evaluating and determining the ability of each industry, separately 
considered, to increase its minimum wage. We sincerely believe that 
a flexible procedure, by which we mean a system based on the spe- 
cific study of each industry, is the best and only logical way to ap- 
proach the problem. 

Let me hasten to add that the industry committees, as such, have 
had their failings, too. We originally recommended the changes in 
procedures that did away with the necessity for a second hearing 
before the Administrator. This has had, and will continue to have, 
a substantial effect in speeding the determination of new rates. When 
delays in committee hearings occurred, due to an absence of adequate 
funds, the Puerto Rican Government did not merely complain but 
did something about it. 

The Wage and Hour Division reported last year that they did not 
have funds to conduct minimum-wage hearings. Governor Muiioz- 
Marin requested the Puerto Rican Legislature to appropriate funds 
and place them at the disposal of the Wage and Hour Division to 
expedite and facilitate these hearings. The sum of $25,000 was ap- 
propriated and offered. The Wage and Hour Division and the com- 
mittees used $24,142. This year, anticipating that again there might 
be a similar shortage of Federal funds, we have appropriated by law 
and offered to the Secretary of Labor of the United States $100,000 
for the same purpose. 

Mr. Chairman, I would like to file for the record copies of the joint 
resolutions making this appropriation for the Labor Department. 

eng gy Barven. Without objection, they will be entered in the 
record. 

(The resolutions referred to are printed on pp. 379, 380.) 

Mr. Srerra. I think it is clear that the Puerto Rican government 
wants these rates reviewed promptly, and wants them raised as rap- 
idly as possible. We sincerely aspire to have an economy which will 
permit Puerto Rico to.reach and keep pace with minimum wage levels 
of the States. The sooner that day arrives the better for all of us. 

As I have said, we think the quickest way to achieve this is to be 
found in the flexible approach. Towle alone will explain why. Con- 
sider the state of the various industries in Puerto Rico. Can you find 
a single overall rate which all industries can afford “without substan- 
tially curtailing employment” ? 
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Yes, but it would be at so low a figure that it would have no real 
meaning. It would fail by far to set minimums which some of our in- 
dustries could easily meet. And do not forget these minimums would 
be the going rate. 

The same dilemma exists at the top. Rates could be set which some 
industries could meet without difficulty; others could do so only by 
standing on tiptoe, and still others would be over their heads. 

This fixed formula is indeed the bed of Procrustes. You will re- 
call this mythological Greek had but one bed in which all wayfarers 
slept. If they were too short he stretched them to fit his bed. If they 
were too long he chopped off the excess. 

Aside from the logic of the case, let us examine the record. Under 
the flexible formula Puerto Rico has achieved the progress which I 
have described. You should look more closely at what has happened 
to wage levels under this flexible procedure. 

In 1949 you reviewed this problem and determined, as Congress had 
done twice before, to continue the flexible procedure. From 1949 
until 1955 no change was made in the Federal minimum standard. 
However, during the same period, under the flexible system in Puerto 
Rico, about 40 orders were issued incorporating raises in various in- 
dustry minimums of as much as 42.5 cents. Percentagewise, these in- 
creases ran all the way up to 283 percent. And to this it can be added 
that the committees could have worked more rapidly if the present 
procedures had been in effect since 1949 and funds had been available 
for more committees. 

I have gathered for you all the minimum wage orders since 1949 in a 
table which I will file along with another table showing all the orders 
prior to 1949 as well. 

(The tables referred to follows :) 
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Employment and unemployment in Puerto Rico, January 1950 to July 1955, by 
quarters * 


[Thousands] 








Employment | Unemployment 


| 





Percent of 
Number labor force 


Percent of 
& | 

| 
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labor force 


Number 


| 
1950—January 557 | 


“SS aee 
July-.-.- 
October 


17.7 
1.1 
13.8 


1951—January--..........-- 

April 

July. oa 

October ____- 
1952—January --- 

Apel...... 

JGR ......< 

October 
1953—January --. 
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1 Revised figures. 


Source: Department of Labor, Bureau of Labor Statistics. 


Revision in wage rates since July 1, 1955 





| 
Commit- 
tee num- 

ber 


Effective 
date of 
wage order 


Industry and division |mum rate) 


Mini- 
per hour 





Alcoholic beverage and industrial alcohol: 
Malt beverage division | Oct. 
General division - | D 

Communications, utilities, and miscellaneous transportation indus- 

tries: 
Gas utility division 
Radio broadcasting division 
Telephone division 
Television broadcasting division 
Electrical, instrument, and related manufacturing industries: 
Lens and thermometer division 
Resistance-type household appliance division 
General division - 
Food and related products: 
Citron brining division 
General div: 
Needlework and fabricated textile products: 
Corde and bonnaz embroidery and corde handbag division 
Silk, rayon, and nylon underwear division 
Hand sewing operations 
Other operations 
Suits, coats, skirts, fur garments, and related products div ision _ - 
Miscellaneous apparel products division 
General division: 
Hand embroidery operations 
Other operations 
Plastic products: 
Sprayer and vaporizer division 
Wall tile, dinnerware, and phonograph records division 
General division - 

Tobacco: 

Puerto Rican cigar filler tobaeco processing division 
General division 


Do. 
Do. 


Sept. 12, 1955 
Do. 
Do. 


io be fe >| 


Oct. 20, 1955 
Do. 
| 


Oct. 


20 PP 


20, 1955 
Do. 


| July 25, 1955 


6, 1955 
Do. 
Do. 
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| Oct. 


Do. 
Do. 


July _ 25, 1955 
Do. 
Do. 


dd ol oo 








| Nov, 28, 1955 
| Oct.» 20, 1955 
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Mr. Srerra. Of course, we understand that percentage increases 
do not show the whole picture. So I am furnishing you with a table 
showing the increase in the average hourly and weekly earnings of 
workers in manufacturing in Puerto Rico. This shows that in April 
1955 the hourly average reached 57.6 cents. This is 25 percent greater 
than the comparable average hourly rate of 46.2 cents which prevailed 
in 1949. 

Our 57 cents may look small when viewed against the United States 
$1.87 average hourly wage. 

Mr. Chairman and members of the committee, I should like to say 
that the prevailing wages in Puerto Rico are not comparable with 
preveaaa wages in the United States. Just to arrive at the average 
of prevailing wages in the United States you have to take into con- 
sideration the high wages paid in the heavy industries in the United 
States, the automobile workers, the steel industry, and so forth; even 
the service industries, the railroads. You know how in the United 
States the heavy industries have propitiated the organization of the 
strongest, most active and militant labor movement that is pushing 
wages up continuously, and pushing up even the low-paid industries 
in the States by the influence of the general wage structure of the 
United States. 

In Puerto Rico we do not have heavy industries. We will never 
have heavy industries. Even if the government would subsidize an 
industry in Puerto Rico it would not be profitable to operate those 
industries in Puerto Rico. 

So, Mr. Chairman, in moving toward the point at which we can 
get close to the prevailing wages in Puerto Rico, Puerto Rico is just 


a little horse trying to run behind one of those tall, strong horses 
of Montana, That is the picture and that is the situation. 
But consider the srs ay in other regards, too. The rate of capi- 


tal formation per worker in the United States is about 4 times that 
of Puerto Rico: the United States has about 5 times the land under 
cultivation per capita that Puerto Rico has; it has easy and com- 
paratively cheap transportation; it has raw materials, fuel, pipelines, 
all of which Puerto Rico lacks. Perhaps most important of all, the 
United States has years of industrial tradition and know-how both 
in the managerial and mechanical sense. Puerto Rico has a scant 15 
years of relatively intensive industrial development effort, and still 
we are in the effort. And note that 21 cents of our 57 cents average 
earnings has been accomplished in the last 9 years alone. 

Puerto Rico’s 57 cents begin to look even more significant when 
it is viewed against other standards. Surprising as it may sound, 
according to figures of the United States Bureau of Labor Statistics, 
this 57 cents average hourly earnings now exceeds that of Great Brit- 
ain, the mother of the industrial revolution, Western Germany, Italy, 
and France, despite their centuries of industrial experience. Of 
course, we have to compare with the United States; we are still just 
the little horse running after the big horse. 

The income of wage earners’ families has undergone a comparable 
increase, If you make adjustment for the rise in the cost of living 
from 1941 to 1953, you will find that the real income of wage earners’ 
families has been increased from $360 to $653, an increase of 82 percent 

704285618 
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in 12 years. This is real income, gentlemen—and when I say gentle- 
men, this includes Mrs. Green. 

This is a rate of increase unparalleled not only in the United States 
as a whole but in the entire world. 

If Puerto Rico has gone this far in 15 years there is some reason 
for optimism. We are naturally unwilling to jeopardize this progress 
by departing from a system which has shown such positive results, 
and embarking on a system which, at best, is speculative, and, at 
worst, would add to the burden of unemployment. 

I must repeat there are areas for improvement in the present system. 
We agree wiudiaheartedly that within the next 12 eatin every indus- 
try should be surveyed for the possibility of further increases in 
minimum-wage rates. We Pens 4 push them up as high as they can 
afford to pay. 

Adequate funds for sufficient committees is essential. Abolition 
of the second hearing is sure to help. The Puerto Rican Legislature 
is conducting an independent survey to see how and where the process 
can be further accelerated. And we will do it in a cooperative way 
with Congress and the United States Department of Labor. 

Chairman Barpen. Mr. Secretary, may I interrupt for just a second 
there ? 

Your legislature now is studying to revise the Puerto Rican mini- 
mum wage. 

Mr. Srerra. That is right. 

Chairman Barpen. You have a minimum-wage law here now. 

Mr. Srerra. That is right. 

Chairman Barpen. And you are now studying it to revise it. 

Mr. Srerra. That is right, Mr. Chairman. 


Chairman Barpen. You mean you are not looking to us to =a 
all your remedies; _ are trying to provide some for yourself 


Mr. Sierra. No, Chairman. Our minimum-wage law, following 
a similar procedure of flexibility, was enacted in 1941, but it was 
enacted mainly to cover agricultural workers because we knew that the 
industries in interstate commerce were covered by the Fair Labor 
Standards Act. 

I do not know, Mr. Chairman, of any State in the Union that has 
a minimum-wage law covering agricultural workers. 

We ask that you consider the progress of Puerto Rico both against 
the general hodhgnetnd of our economy and its most severe problem, 
that of unemployment. 

I am furnishing you with a table showing the employment and 
unemployment in Puerto Rico from 1950 to date. You will see that, 
despite all efforts, total employment is down from an average of 
600,000 in 1950 to an average of 536,000 in 1954. Unemployment has 
remained fairly constant. St is obvious that the achievement of in- 
creases in wages such as those described above in the face of such 
unemployment has required a careful balancing of the problem of how 
to raise wages without increasing unemployment. 

The unemployment picture has not improved, but neither has it 
grown worse. This may be a gain in that we have not slipped behind. 
Analysis of the figures, moreover, shows that a shift has taken place 
from the lower paying jobs to the higher paying jobs. In this respect 
there is a definite and real gain. 
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Another aspect to be considered in viewing the employment situa- 
tion is that of migration. Mainland employment possibilities have 
attracted some of Puerto Rico’s surplus labor. This, too, accounts for 
the fact that unemployment has not increased despite the annual 
additions to the labor force. 

But now we are at the crossroads. The program must move forward 
and begin to make inroads on unemployment. It cannot stop here. It 
must create jobs both for the unemployed and the new additions to the 
labor force. The number of unemployed must be reduced or Puerto 
Rico is doomed to a low-wage economy. Further unemployment will 
also mean new waves of migrants exercising their rights as United 
States citizens to seek communities which offer better opportunities. 

Puerto Rico will never be satisfied with a low-wage economy and the 
misery which it entails. We know the evils of such a life. All of us 
spent our youth in such a society. And we know you share with us 
our careful concern for not jeopardizing Puerto Rico’s continued eco- 
nomic growth. The present Puerto Rican Government is firmly com- 
mitted to raise the wages and standards of those who are employed and 
to create work for the unemployed. Both these objectives must be 
accomplished at the greatest possible speed. 

The change which is taking place in Puerto Rico has a worldwide 
significance. The progress of Puerto Rico from an underdeveloped 
country to its present economic position has been of tremendous inter- 
est and importance to the underdeveloped areas of the free world. 
Under the point 4 or technical assistance program many foreign ob- 
servers have visited and are presently in Puerto Rico studying the 
techniques of Operation Bootstrap. Puerto Rico is a living example of 
how democracy can solve the problems of underdeveloped areas all 
over the globe. Success is an answer and a hope to others who might 
othe be attracted to the glib demagogy of Communist propa- 
ganda. 

Let me summarize our thinking on the relative merit of establish- 
ing minimum wages by a fixed formula or by the flexible process. 

Despite the progress of 15 years in raising per capita income, in 
creating new industries and in improving wage levels, the Puerto 
Rican economy remains far behind even the lowest of the 48 States. 
Puerto Rico has reached a per capita income of about half that of 
Mississippi. It has an average unemployment of 15 percent of the 
labor force as compared to the mainland’s 3 percent. There is also the 
constant underemployment problem. The new industries very in the 
skills they require of the workers, in the degree of mechanization 
utilized, in overall productivity. Many of them are utterly unknown 
to the Puerto Rican community. In the light of all this it is obvious 
that the only way in which minimum rates can be set to meet the objec- 
ives o the law is by careful examination of each industry, industry 
oy industry. 

Let us just look at what has transpired under the determinations 
made since June of 1955 when Congress reexamined this problem. 
Seven committees covering 23 industry groups have since then held 
their hearings and Lan their conclusions. I am filing with you a 
table of these results. The increases they have come up with, after 
close study in each industry, range from 4 cents per hour to 32 cents 


per hour. In terms of previous rates, the increases range from 7 per- 
cent to 76 percent. 
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It is interesting to observe what would have happened to just these 
23 industry groups if Congress had adopted any one of the various 
fixed formulas for setting Puerto Rico minimum wages which were 
contained in the bills under consideration this past June. 

Overall, 20 percent increase in rates? Some can stand more, but 
20 percent is too much for ethers. 

Thirty-three and one-third percent? The same. 

Fifty percent? Still the same. 

Straight 25 cents an hour? Four industries can take that, but two 
of them can take even more than 25 cents. 

If there is an industry that can increase up to a dollar but no more 
under the Fair Labor Standards Act because there is a ceiling, but, 
according to the profits that that industry is making, it can give more, 
then we will look into that and increase it to whatever the minimum 
should be, and establish an increase between the dollar and whatever 
the minimum should be, let’s say if it is $1.25. The Puerto Rican 
Minimum Wage Board can increase the minimum wage above the 
dollar. You havea ceiling of a dollar. We do not have it. We are 
going to look into this, too. 

No matter what formula you may pick in just these few instances, 
if it fits one it is bound to miss the other. Even if you could find a 
fixed formula to embrace these, how can you be sure that the next 
industry to be surveyed will be able to meet that formula? Or will it 
be able to do something more? This is where Procrustes comes in. 

And I would like to tell you, gentlemen, that there is a committee 
that has been working now. I think it finished yesterday revising a 
group of industries. This committee was composed of 5 representa- 
tives from the mainland, 2 public representatives, 2 members of labor 
groups, and an employer representative from the mainland; 1 Puerto 
Rican representative represented labor for Puerto Rico, 2 employer 
representatives from Puerto Rico, and 1 public representative from 
Puerto Rico. There was a majority from the mainland. 

They have recommended increases of 25 percent. But this morning 
you heard Mr. Marcano say that unanimously this committee, com- 
posed of a majority of mainlanders, recommended 30 cents, 10 cents 
below what the minimum was before, for a segment of the industry, 
a new segment of the industry, to let this segment get a chance to try 
and develop. I think that is the right approach in the Puerto Rican 
case. 

Gentlemen, there is no other answer to this than the flexible ap- 
proach. We should also ser out that in June Congress determined 
to hasten the review of all industries and adopted the recommenda- 
tions for speeding the committee procedures. We have no doubt that 
with this acceleration the flexible approach will demonstrate again 
that it is the only feasible method and the quickest way of meeting the 
problem until Puerto Rico’s expanded economy approaches that of 
the mainland. 

Mr. Chairman and members of the committee, there should be no 
reason why the statutory minimum on the mainland should not be the 
same as the statutory minimum in Puerto Rico. The government that 
I represent in this hearing is for that measure. 

There are 10 more industry committee hearings scheduled which 
will survey 10 industries. 
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There is another phase of minimum-wage legislation that I would 
like to call to your attention. This is the problem of the area of com- 
petition between Puerto Rico and the mainland. 

The Fair Labor Standards Act of 1938, as amended, sets the policy 
of formulating minimum-wage rates in Puerto Rico as follows: 

The policy of this Act with respect to industries in Puerto Rico * * * engaged 
in commerce or in the production of goods for commerce is to reach as rapidly as 
is economically feasible without substantially curtailing employment the objective 


of the minimum wage * * * (prevailing on the mainland) * * *. The Admin- 
istrator shall from the time convene an industry committee * * *. 


* * * The committee shall recommend to the Administrator the highest mini- 
mum-wage rates for the industry which it determines, having due regard to 
economic and competitive conditions, will not substantially curtail employment 
in the industry, and will not give any industry in Puerto Rico * * * a competi- 
tive advantage over any industry in the United States outside of Puerto Rico * * *. 

First, let us look at the problem of Puerto Rican industry as a 
whole as a competitor of mainland industry as a whole. 

On this basis the answer is very simple. Our combined industriali- 
zation affords employment to about one-half of 1 percent of the num- 
ber of persons employed by manufacturing industry on the mainland. 
But the statute pb not only of industry as a whole. It requires 
comparison on an industry basis, that is, any Puerto Rican industry 
must be compared against the same mainland industry. And here I 
should say again, talking about the prevailing situation on the main- 
land and prevailing wages in industry, that the way to compare is 
industry by industry. Of course, still we are behind. We admit we 
should move forward and move fast. 

In making such an industry-by-industry comparison, wages, to be 
sure, are one of the most important elements. However, they are not 
the whole picture for there have been Puerto Rican firms which paid 
less than half the mainland wages and, despite this economic headstart, 
they failed. 

To know whether a Puerto Rican industry has a competitive advan- 
tage over the same mainland industry you have to know a lot more 
than just the wage rates paid by each. You would have to know, 
as an example, the comparative productivity, the degree of mechaniza- 
tion, the cost of shipping, the cost of management and overhead gen- 
erally, problems and costs of maintaining machinery where replace- 
ment parts are not readily available. I could go on and on explaining 
all of the very important factors. 

How can you synthesize such a body of necessary information to 
determine whether a Puerto Rican industry has a competitive advan- 
tage over a mainland industry? And if you find there is such an- 
advantage at what rate do you set the Puerto Rican minimum to 
equalize the advantage ? 

To state the problem is to suggest the answer. It is only by the 
minute examination of such pertinent information that any true evalu- 
ation of the competition can be arrived at and a fitting minimum wage 
set. And, since by law the comparison is to be made on an industry 
basis, industry-by-industry studies, in which all the diverse elements 
are represented are best, to make sure that the proper results are ob- 
tained, this is our position and we are here to aid, Mr. Chairman. 

If there is a single Puerto Rican industry which has an unfair 
competitive advantage, my answer is the appropriate industry com- 
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mittee should and will rectify it. There have been situations in the 
past in Puerto Rico where the appropriate committees established the 
full mainland rate. Before Ceiaban revised the law last June 
there were already 13 industries in Puerto Rico paying the statutory 
minimum of 75 cents. There are more now paying that statutory 
minimum. 

One by one, as each industry is qualified, they will join the list. No 
matter how you look at it, the safest, best, and quickest way of protect- 
ing the interests of all concerned is by the flexible process by which 
each industry is separately studied. 

Thank you, Mr. Chairman and members of the committee. 

Chairman Barpen. Thank you very much, Mr. Secretary. 

Mrs. Green, do you have anything? 

Mrs. Green. Yes. 

Mr. Sierra, first of all, may I say that I have been very, very much 
impressed during these 5 days on the island at the tremendous prog- 
ress that you have made and the sincere and very earnest efforts of the 
administration to raise the standard of living and to improve health 
conditions and the general welfare of the people. I think it has been 
most remarkable. 

There are 3 or 4 questions which I need to know the answers to before 
I can arrive at any decision. I would like to go into the question of 
some of these tax-exempt industries. 

I think that you were here yesterday for part of the testimony? 

Mr. Srerra. In the afternoon I was out. 

Mrs. Green. You were here in the morning. 

Mr. Srerra. In the morning I was. 

Mrs. Green. I am not sure whether it was during the time when 
you were here or not. 

When we were in Ponce and Mayaguez we visited one of the firms 
which manufactures handkerchiefs. I brought this question up and 
they could not give me the answer. So I postponed it until you were 
here. They said that there was one particular process in the manu- 
facture of those handkerchiefs which was new, and that was, as I 
understand it, the scalloping of them. And because that one process 
out of many was introduced it became a new industry and was eligible 
for tax exemption. 

Is that correct ? 

Mr. Srerra. Well, I should answer, Mrs. Green, that I was shocked, 
too, with your statement. And when I came back to San Juan I met 
the secretary of finance and asked him to make an investigation to 
find out if that complied with the law. 

IT have my doubts. I don’t know. I don’t administer the law. 

Mrs. Green. Then I also wanted to bring up another one which I 
discussed the other day where an individual owns two corporations. 
And one of the corporations, as I understand it, does the work in the 
factory, and then it is sent out to the home for hand-sewn work, and 
then it is brought back and it is shipped over to the mainland. One of 
those companies, the second one, which takes the work out and has it 
done in the homes, is tax exempt. 

Does that come under your laws, that make it eligible for tax 
exemption ? 

Mr. Serra. Well, the policy is that tax exemption is granted to new 
industries, and, besides that, that no tax exemption is granted for 
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industrial homework. If the employer is not paying taxes for the 
work done at the home it is a matter to be investigated. And if the 
fact is such the secretary of finance has to collect, and the employer 
has to pay all the money he has not paid for the work done at home. 

That is the way we have been trying to discourage the industrial 
homework, by not granting tax exemption to industrial homework. 

Does that answer the question, Mrs. Green ? 

Mrs. Green. Yes. 

According to the present law, none of the home needlecraft indus- 
tries are supposed to be exempt from taxation. Isn’t that right? 

Mr. Sterra. According to the policy established when the law was 
enatced first, the Governor’s cabinet in those days was the one who 
granted the tax exemption, and afterward this policy has been main- 
tained inflexible by the Governor. The policy was established on my 
personal proposal. 

Mrs. Green. I also have some information on the Arlene Manufac- 
turing Co, which manufactures cordé bags, I believe. I understand 
that is a company that began operating in April 1953 and received a 
tax exemption effective as of November 1953. And of the 150 present 
employees who are engaged in the manufacture of crocheted hand- 
bags and leather and fabric handbags, 105 are homeworkers engaged in 
hand sewing and hand crocheting anak and 17 are factory em- 
ployees engaged in machine and other operations. 

Is that company, under your laws, eligible for tax exemption? 

Mr. Sterra. Not the work done at home. For the work done at home 
that company has to pay taxes for the value of that work. They 
have to pay all types of taxes, including income tax. If it has been 
done, it is a violation of the policy. And you gentlemen know laws are 
violated everywhere in the world. Wetrytoenforce them. But that 
would be a violation of the policy. 

Mrs. Green. Then if the information is correct—and I say if— 
then these would be violations, and it would not be the intent of the 
ulministration to make them tax exempt ? 

Mr. Srerra. I am sure of that. If the investigation reveals that 
fact the employer will be given a hearing. And if in the hearing the 
facts are proved that will be a basis upon which to cancel the exemption 
certification. 

Mrs. Green. I noticed on page 14 of your testimony, Mr. Sierra, 
that you referred to the competitive advantages, and you did not 
mention the tax exemption. 

Mr. Srerra. Tax exemption ? 

Mrs. Green. Yes. 

We have here an advertisement from one of the magazines. If you 
were an employer in the United States, or were a Member of Congress 
trying to arrive at a decision would you consider the tax exemption 
a competitive advantage ? 

Mr. Srerra. I would not. 

I may be answering like a Puerto Rican. I should be honest on 
that, Mrs. Green. But I would not for the following reason: The 
basic idea, as the chairman explained here yesterday, of not applying 
Federal taxes to Puerto Rico, in my opinion, was wisely adopted by 
Congress in 1900. We did not have anything to do with that. Neither 
you nor I were born in 1900. That has been kept an essential part 
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of the relations between Puerto Rico and the United States. And I 
think since the beginning some people in Congress foresaw the situa- 
tion and wanted Puerto Rico to use every single penny that its economy 
would be able to produce after four centuries of colonial exploitation 
by the Spanish Government, to try to do better. 

We cannot afford the luxury of throwing out a single penny. We 
have to use it and try to develop. 

I think that is what Congress had in mind. And I do not think 
that would be unfair competition for the following reason: it is true 
that companies will not pay taxes in Puerto Rico only for 10 years, 
until they are able to develop. Then we will be collecting taxes from 
them. 

Besides that, the minimum-wage committee should take care of that 
and should fix the wages as high as possible if they showed profits. I 
know that there have been tax-exempt companies that, after a year 
or two of operation, have closed. 

This device of giving tax exemptions to encourage industries I know 
is something that several segments of the United States economy are 
doing. Weare doing it,too. There are tax exemptions in the South 
and in other places for new industries. Of course, they are not 
Federal exemptions, but local, municipal, and State. Everybody is 
trying to do it. 

Our problem is this, Mrs. Green: we do not have natural resources, 
we do not have raw materials. All we have is manpower, labor. We 
do not have capital to invest here. We have to try to bring capital 
down to be invested in Puerto Rico, and then the use of the Be s of 
our workers, our labor, will add to that. That is the richness we have, 
our own imagination and our creative hands and minds. 

So we need to bring investment down. Annually there are millions 
of dollars of the United States economy ready for investment. Where? 
Ecuador, Japan, Cuba, the Dominican Republic, the United States, 

All we want to do is to see if we can get at least our share of that. 

Of course, if there is unfair competition that is developed we should 
correct it soon. 

I am sorry that Congressman Powell is not here. He asked yester- 
day a question that he said he was going to ask of me today. It was 
about a company or an establishment that I am informed he said had 
shown a tremendous profit of 400 percent. I do not know if he was 
referring to capital stock. Iam nota financier. That does not mean 
anything to me. It may be stocks; it may be loans; I don’t know. 

I would like to know which industry this company belongs to, and 
if this profit is a 400-percent profit on sales dollars, then that would 
be another situation. We should fix the minimum wage as high as 
possible. If it isan industry where that company represents an indus- 
try by itself it should pay a lot right away. But there may be several 
firms and the other firms may not be able to pay the same wages and 
make the same profit. Are we going ot penalize the other firms 
because of this? The best we can do is that the industry pay the high- 
est possible minimum wage. 

Another thing is that is a good case for my good friends from labor. 
If they know where this plant is, go ahead and organize it and get as 
much money as they can. Maybe $1.50. If the profits are on sales 
dollars I say that $2 wages may be fair. 
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But those are the cases for collective bargaining. And that is what 
we like to see. 

Excuse me for this little comment, Mr. Chairman, but I remember 
when the gentleman from Montana and I were visiting a group of 
workers. ‘They were in the plant. There were none in the houses. 
We talked among ourselves about some of the questions that we were 
going to ask, and we agreed that we were going to tell them that both 
the Congressman and myself are in favor of the right of labor to organ- 
ize and bargain collectively. 

After we explained that to them then we asked whether a labor 
Jeader had approached them to organize them in a union. 

The Congressman knows the answer. He asked the question of sev- 
eral workers that were able to speak English. He asked the question 
of them, and the answer was “No.” 

The workers in that plant had been there for years, 

This is not a charge for labor, I will tell you, but we would like 
to see a little more activity in this field. We encourage collective bar- 
gaining, and we encourage sound, labor organizations. 

Mrs. Green. I know that is true, Mr. Secretary. And that would 
lead me up to another question. 

You have stated that you think the labor unions should become 
stronger here. 

Mr. Srerra. That is right. 

Mrs. Green. For collective-bargaining purposes. 

Mr. Sierra. That is right. 

Mrs. Green. Would that be possible if we established a minimum 
wage across the board which was reasonable and fair, and then the 
unions took it from there as far as collective bargaining is concerned ? 
Would that be better than the present system of industry commit- 
tees ? 

Is it the tendency at the present time under the industry commit- 
tees that they meet and they examine the books and records and the 
wages and everything else, and they say “We think this is a fair wage 
to pay” and then the worker says “Well, the industry committee has 
met and granted or obtained a 4-cent increase for us, and there is no 
point in the workman joining a union?” 

In other words, has your industry committee taken the place of your 
labor unions ? 

Mr. Srerra. Mrs, Green, I will tell you frankly that I have given a 
lot of consideration and thought to that. The only thing is that when 
I think in terms of what will be the flat minimum that will be a com- 
mon denominator I think that we will be, in that way, fixing a mini- 
mum that may sound ridiculous for you people in the States and even 
for us here, in order to have just a floor from which to start. 

I know of many collective-bargaining agreements. I have assisted 
labor and management to reach agreements in which the wages have 
been the minimum wage. Of course, the following year labor has 
tried to increase it. And they have done it. 

But can we, with the economic situation that: we have, with the living 
conditions that you saw in the rural areas of Puerto Rico, in this law, 
Mrs. Green, wait until labor is strongly enough organized to increase 
the wages of these workers and fix wages all over the island in all es- 
tablishments ? 

I think we cannot wait. We can help to do it. 
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Our legislation protects the rights of labor. In the Constitution 
is the right to organize and bargain collectively, the right to strike, 
the right to picket. And I do not think labor has a complaint in 
Puerto Rico as to how we enforce the legislation that protects its 
rights. 

But it is very easy to say “Go ahead and organize.” 

To organize you need money. I will give you an example if you 
will give me 5 minutes more, Mr. Chairman. 

The unions here have been trying to organize for years in the needle 
industry. They go and organize a plant. Then the employer fights 
and fights and fights, and finally they call an election, and the unions 
lose. 

I have seen for the first time in 10 or 15 years labor from the main- 
land interested in organizing down here in Puerto Rico. A few weeks 
ago an organizer came down for the International Ladies Garment 
Workers Union, from the States. Of course, that is a rich union. It 
has funds. It can do an organizational job. And I am helping from 
my point of view. In my position I have to help everybody in the 
community. But I can tell you this: The International Ladies Gar- 
ment Workers Union has a television program weekly to reach the 
workers. And it will reach them and will organize them. 

I sympathize with that. 

But can a union that does not collect dues—because the workers 
only work 2 weeks in a month, as this girl was saying, or 6 months a 
year—can they have enough money to go and organize? Can we wait 
for that, Mrs. Green ? 

My social conscience, if I have one, does not advise me to wait. It 
advises me to help labor, but not to wait and not to close my eyes to 
the factual situation. 

Chairman Barpen. May I inquire, Mrs. Green? We have some 
more witnesses, and I do not know whether you expect to be here 
Monday or not. 

Mrs. Green. I just have a couple more questions that I think can 
be answered very briefly. 

Chairman Bakven. Some of the members tell me they are on 4 
pretty tight travel schedule, and if each one of us uses our full time we 
could be here until summer. 

Mrs. Green. All right, I will withdraw all the others. 

Chairman Barpen. I do not mean to cut anyone short. 

Mrs. Green. That is all right. 

Chairman Barpen. But we are now quite pressed for time, and I 
want everyone to share what time we do have. 

Mr. Meroatr. I have no questions, but I would yield to the gentle- 
woman from Oregon. 

Mrs. Green. Thank you. I had one question. 

Mr. Pol, of the chamber of commerce, yesterday favored turning 
this over to the Secretary of Labor of the United States. Would you 
favor that instead of the industry committees? 

Mr. Sterra. No, Mrs. Green; I do not favor it. 

I think labor and industry should have a direct participation in 
fixing these wages. That is democracy. We believe in democracy. 
That is the American way of life. 
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I do not say that any official, no matter who he is, should have the 
right to fix minimum wages in a democracy without the direct inter- 
vention of labor and industry. 

I would be against that proposal. 

Mrs. Green. I am glad to hear you say that. One other question. 

Do you have any statistics in the Commonwealth on wages prior to 
1933% Or were any records kept ¢ 

Mr. Srerra. Prior to 1933? No, we do not. 

Mrs. Green. Thank you. That is all. 

Chairman Barpen. General Smith? 

Mr. Smirx. No questions. 

Chairman Barpen. Mr. Bosch ? 

Mr. Boscu. No questions. 

Chairman Barpren. Mr. Roosevelt ? 

Mr. Roosgvett. I will be very brief. 

Chairman Barpen. I hope you can be. I want to move along, but I 
do not want to deprive anyone of an opportunity to testify. 

Mr. Rooseveur. Mr. Secretary, I would Fike to say that I think you 
have been a most persuasive witness for the flexible process, and I, 
too, would like to join in with those who have praised you and the 
administration for the tremendous advances which have been made. 
I have watched them for about 20 years and they have really been 
amazing. 

I have but one question. I was particularly interested in your 
comment that unemployment is about holding its own and not gaining 
or not losing. 

Mr. Srerra. That is right. 

Mr. Rooseveir. Then on page 11 of your statement, at the bottom of 

the page, you made the interesting statement that— 
There is also the constant underemployment problem. The new industries vary 
in the skills they require of the workers, in the degree of mechanization utilized 
in Overall productivity. Many of them are utterly unknown to the Puerto Rican 
community. 

Is there any overall] program at the present time, in cooperation 
with the Federal Government, to try to train and make sienilabie the 
skills or the training that would be needed for the skills that may 
possibly be brought into Puerto Rico; or, in turn, the other way, for 
those who may be trained and perhaps seek employment outside of 
Puerto Rico? 

For instance, I come from California. We have a tremendous 
shortage, an acute shortage of certain skilled labor. It would amount 
to probably 10,000 or 12,000 en: le who, if available, could be em- 
ployed tomorrow morning in the Angeles area. 

My thought is: How much effort is being made to produce the train- 
ing which would make it possible for these people to find employment ? 

Mr. Srerra. I am very glad, Congressman, that you asked me that 
question. 

First, we have a good vocational-education program. We have 
the so-called Metropolitan Vocational School. We are very proud 
of it. We consider it one of the largest in the world. It has space 
for 3,000 students to be trained in 50 different trades. 

Then we have the apprenticeship program in which we receive 
help from the Labor Department of the United States, but just tech- 
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nical help; no economic help like in the other States. We have this 
apprenticeship program between employers and workers, and we ad- 
minister a division of that that is trying to train workers in the 
skilled jobs. 

Then we have the economic-development administration, which, 
in a coordinated program with the department of education in its 
vocational-school division, is training the workers for jobs in these 
new industries. 

But if we do not have the industries, if we do not have the shops 
where the workers can go and practice their training, what is going 
to happen? Either they leave or they forget. That is why we have 
to develop employment; we have to develop opportunities for em- 
ployment and have the jobs here where the people can go and work 
and practice what they have learned in the schools or in this program 
of vocational training. 

We have on-the-job-training programs for veterans, too. 

Mr. Roosrevertt. But it works the other way, too. Those industries 
will not come to Puerto Rico if they do not feel that the skilled labor 
is there. 

Mr. Srerra. That is right. 

Mr. Roosgevert. Therefore, while I want to say that it is shocking 
that our Government had to seek assistance from your government 
in order to make this industry committee plan work, I still say that 
I hope there will be appropriations, additional appropriations, to 
assist you in training these people in order that they may have the 
skills here, and in order to help you bring the industries into the 
area. 

Mr. Srerra. Mr. Congressman, we in the Commonwealth are tend- 
ing not to ask for appropriations unless necessary, or even if we were 
in need. But especially that kind would be wonderful for the 
Commonwealth. 

I would like to mention just one point. I want you to know that 
we are teaching English to the workers here. 

The point was raised here yesterday that we have around 6,000 
adult workers that left school at the second grade that are learning 
English in our schools, and we are planning to have 10,000 next 
year. 
~ Mr. Rooseverr. Thank you very much, Mr. Secretary. 

Chairman Barpen. Mr. Bosch? 

Mr. Boscu. I have just one question, Mr. Chairman. 

I asked the question yesterday as to how many industries the 
government controls. 

How many industries does the government control ? 

Mr. Srerra. I don’t know of any one industry that the government 
itself controls. 

Mr. Boscu. How many does it own ? 

Mr. Sierra. No industry. 

I know, of course, of some in the agricultural phase, in sugarcane, 
for example, the government owns some land that the workers work. 
And there are two sugar mills that are owned by the government. 
But I do not know of any outside of that. I do not know of any 
plant now that the government owns. 

Mr. Boscu. What about the electric industry ? 
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Mr. Srerra. The electrical industry is considered by us a public 
service, and it was established as a government agency. 

Mr. Boscu. In other words, the Commonwealth owns all of the 
utilities, so to speak, the — and water, and so forth? 

Mr. Srerra. Yes, sir. e never considered electricity as an indus- 
try. It is a service for the public. Down here we need it that way. 

Mr. Boson. It is a very important service. 

Mr. Srerra. It is very important. We want to take it to our people 
in the country. 

Mr. Boscu. Let me ask you this: I understand that at one time 
the government turned over certain industries to private enterprise. 
I believe there were 3 or 40fthem. They were not paying industries, 
and you made some particular proposition and sold these industries. 

I asked the question yesterday whether these industries pay taxes 
today. 

Mr. Srerra. Do you want my answer? 

Mr. Boscu. Yes. 

Mr. Srerra. My answer is this, that in 1940 capital in Puerto Rico 
was afraid to go in and invest in other fields but sugar. Sugar was 
the one that gave the good return. So the government established 
some plants to show capital that they could succeed too in other fields. 

We bought a plant for cement that was established in connection 
with the Department of the Interior in the United States. And we 
established a bottle plant, a glass factory, which we had to do during 
the war because we could not get bottles for our rum. We had to 
send our rum to the States. They did not have much whisky in those 
days. We established that plant and we had another clay plant. 
Finally we decided to sell it, not because we were afraid of it—and 
other people may disagree—but because we needed the money to 
invest in other things and give other services to the people. And 
management was convinced that 

Mr. Boson. I did not want a complete story on it. All I wanted 
was an answer to the question as to whether or not these industries 
pay taxes, 

Mr. Srerra. The cement industry pays taxes. 

Mr. Boscu. Just the cement ? 

Mr. Srerra. Yes, because cement was an old one. The others were 
new plants. 

Mr. Boscu. That is all, Mr. Chairman. 

Chairman Barpen. Mr. Metcalf? 

Mr. Mercaur. Mr. Secretary, I have enjoyed your testimony today, 
and I want to publicly thank you also for the patience with which 
you have answered all the questions I have had when we have been 
together on the island, and the frankness and forthrightness with 
which you have helped me in trying to understand this problem. 

I recall that when we were together and I talked to one of the girls 
who was working in one of the needlecraft factories, she was working 
~ time to continue her English and go on to school. And we 

rought out various phases of the educational program and so forth. 

As you know, I have had lots of questions and I have received lots 
of answers from you, and I am going to forgo pressing you any 
further right now. 

Thank you very much. 

Mr. Srerra. You are welcome. 
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Chairman Barpen. Do you have any questions, Mr. Coon ? 

Mr. Coon. No questions. 

Mr. Boscu. I have just one more question. 

You mentioned a few moments ago that you have instituted a pro- 
gram for teaching English to adults. 

Mr. Srerra. That is right. 

Mr. Boscu. Could yov.tell me, do you have a compulsory curricu- 
lum requirement study of the English language in the school system? 

Mr. Srerra. Oh, yes. 

Mr. Boscu. Thank you. 

Chairman Barpen. Thank you very much, Mr. Sierra. Some may 
question your logic, but no one of us could question your sincerity 
and your interest in the problem. 

Mr. Srerra. Thank you. 

Chairman Barpen. I have been on the firing line, so to speak, 
charged with tremendous responsibility in this situation, asked to act 
with very limited information. 

So I want to thank you. And I want to publicly thank Dr. Fernés 
for the help he has been to me in handling these problems. Dr. 
Fernés never tried to pinpoint his particular individual view. He 
made available to me all of the information I called for, and more 
besides. I sometimes feel embarrassed when I think about how many 
miles I have caused him to walk, because I would call him up and say, 
“Doctor, can you help me out on this? I want to knowthis? I want 
to know that.” 


ag, in almost less time than it took to hang up my phone he was 
there. 

I say to you, and to Dr. Ferndés, and to your department: the 
committee appreciates not only the help given us, but the manner 
in which it was given. It was in the spirit of helpfulness, trying to 
give us the facts. Dr. Fernés has always done a good, hard job on it. 

I am interested to hear you say that flexibility is still necessary. 
That troubled us greatly. Last year we could have set a very high 
rate, as you know. I am glad it did not turn out that way then, al- 
though I must confess a part of it was by accident because we did not 
have nearly as much information as we should have had. 

You have been very helpful to us. The government of Puerto Rico 
and the citizens of Puerto Rico have been more than gracious and 
generous and fine to us. They have done everything for us except 
teach us to speak Spanish, on I wish they had done that. 

Mr. Sterra. You are welcome. And we appreciate your being here. 

Chairman Barven. Judge Travieso? 


STATEMENT OF MARTIN TRAVIESO, COUNSELOR, REPUBLICAN 
PARTY OF PUERTO RICO, ACCOMPANIED BY MIGUEL A. GARCIA- 
MENDEZ, CHAIRMAN, REPUBLICAN PARTY OF PUERTO RICO; 
AND LUIS A. FERRE, VICE CHAIRMAN, REPUBLICAN PARTY OF 
PUERTO RICO 


Chairman Barpen. You know, when I was practicing before our 
Supreme Court the Chief Justice set the rules of the Court and gave 
us SO many minutes. 

Mr. Travreso. Yes, sir. 
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Chairman Barpen. He had no objection to our keeping on talking, 

but the Supreme Court usually—very dignifiedly, of course—ad- 
journed the Court. 
- Tam not suggesting that here, and I want, by all means, to have the 
benefit of your very rich experience and knowledge. But if you can 
help us save a little time it will be helpful because we have so many 
other witnesses. 

Mr. Travieso. I promise the committee that I will try to be as brief 
as possible, 

Chairman Barpen. Not as brief as possible. We want as much 
from you as possible. 

Mr. Travieso. We have a paper that we will read in part, and then, 
if the committee wants to ask questions, if I am in possession of the 
facts, I will give the answers; if not, my friends will cooperate with 
me. 

Chairman Barpen. Thank you, sir. 

Mr. Travieso. With 15 years of practice at the bar and 13 years on 
the bench, it is hard to overcome the old practice of addressing the 
court standing. However, I will sit down if you wish. 

Chairman Barpen. I am like you. I don’t want to appear before a 
committee or court if I have to sit down. 

Mr. Travreso. I think better when I stand up. 

Chairman Barpen. Sir, you may stand up if you like. 

Mr. Travireso. Mr. Chairman and members of the committee, I 
have the honor, for the Republican Party of Puerto Rico, to present 
to you our views on the question of the minimum-wage law which 
is being discussed. We have prepared, for your information, a paper 
which I will proceed to read. 

As a matter of principle, the Republican Party of Puerto Rico 
believes that the American citizens residing in Puerto Rico must share 
all the rights and privileges and all the duties and obligations of the 
American citizens residing in continental United States of America. 

We believe in complete integration with our Nation—politically, 
economically, socially, and spiritually. And when I say our Nation 
I refer to the United States of America. 

We realize that we are still on the road toward this end, but the fact 
that the desired total integration has been hampered for years by un- 
wanted circumstances here and in the mainland constitutes only a 
challenge for more rapid progress now. Among those circumstances, 
lack of understanding in the United States and an excess of oppor- 
tunistic politics in Puerto Rico should be mentioned. 

For us, integration means equal wages and also equal protection for 
our industries. 

We want both. One thing goes together with the other. 

For instance, high salaries in the needlecraft industry go together 
with protection against foreign products made with cheap labor. 

I want to add to this paper that the competition with the Philip- 
pines that has been mentioned, with China and other oriental coun- 
tries, exists not only in the continental United States but right here in 
Puerto Rico. Just a few days ago was my last birthday, and one of 
my female relatives came with a present which I opened. It was a box 
of handkerchiefs with a little sticker “Made in the Philippines.” 

So the Philippine ee ssagar are in competition with the needlecraft 
and handkerchief industry right here on the island, not only in the 
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continental United States. They come from the other end of the world 
to compete with local industry in Puerto Rico. That is why this 
industry cannot pay a salary higher than those that are being paid 
now. 

In the sugar industry the progress of the workers goes hand in hand 
with the liberty and facility to produce with mechanization in the 
sugar fields. nat ogra ie: 

The Republican Party of Puerto Rico is willing to accept at once 
the elimination of all differences, but if Congress prefers to approach 

radually the problem of Puerto Rico, then transitory measures must 
* adopted but with that objective in view. 

The Governor of Puerto Rico, in his message of November 23, 1955, 
to the legislative assembly of Puerto Rico, on this matter of salaries 
under consideration, made what we consider a misleading statement as 
to the authority and purposes of Congress. He said: 

On minimum salaries two laws operate in Puerto Rico: the Federal law and the 


Commonwealth law. It is desirable that the functions of each one of these laws 
be pointed out. 


In regard to the Federal law, it is to be presumed that the Congress of the 
United States wishes well for the workers of Puerto Rico, because of its humani- 
tarian spirit and because of the common citizenship tie. The basic function of 
the law of Congress, however, is to protect the workers and the businessmen 
whom it represents against a possible disloyal competition from the industry in 
Puerto Rico based on salaries lower than they economically could be. 

The function of our law is, directly, to protect the workers of Puerto Rico, 
backing them in their desire to improve their living standards as rapidly as the 
economic situation of each one of the industries and activities may warrant. 

Congress represents all the American Nation, including Puerto Rico, 

The basic functions of the Federal law are only to put a floor to 
wages, with the purpose of protecting the weak against exploitation, 
and to create harmonious and fruitful labor relations among all Amer- 
ican citizens working under the protection of the American flag. And 
those are good moral and economic principles in continental United 
States, in the Territory of Puerto Rico and anywhere else. 

Since the Fair Labor Standards Act was approved by Congress 
many years before the start of the industrialization program of the 
Government of Puerto Rico, it is evident that the Governor was not 
justified when he imputed to Congress the exercise of “its basic func- 
tion” to protect United States workers and businessmen against the 
competition of the industry of Puerto Rico. Quite to the contrary, 
Congress has always acted to protect the welfare of our workers. 

It is no secret that the interest of the government of Puerto Rico 
in avoiding action by Congress on wages-and-hours situation in Puerto 
Rico is twofold: Besides the matter of the wages under discussion, 
the government of Puerto Rico is bent on a policy of denial of the 
jurisdiction of Congress. Specifically, the government of Puerto Rico, 
through the State board of labor relations of Puerto Rico, has al- 
ready declared that the Federal law of labor relations is not appli- 
cable to the internal affairs of Puerto Rico. 


The application of the Taft-Hartley law in matters that are purely internal 
or local in our country, is in open conflict with the fullness of the self-government 
recognized to Puerto Rico by virtue of its new status— 


has declared that Board. 
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And it adds: 


Law 600 of Congress, in its article 6, abolished all previous legislation in con- 
flict with its provisions. The Taft-Hartley law, as far as its extension to the 
internal affairs of our country, was, therefore, abolished, and its section 2 (6) 
that empowers the National Board of Labor Relations to exercise jurisdiction 
over commerce inside any Territory is not applicable now in Puerto Rico. 

If this opinion should prevail, then evidently the Congressmen who 
are conducting this investigation would be, to some extent, acting with- 
out authority and wasting their time in Puerto Rico. 

The attack made by the local labor relations board against the appli- 
cability of the Federal wages-and-hours law is only one instance in a 
group of similar attacks against the Federal laws. 

Even if their position on the political status of Puerto Rico were 
correct, which it 1s not, the fact remains that the present law of Federal 
relations with Puerto Rico (Law 600) retains article 9 of the old Jones 
Act which provides the following: 

The statutory laws of the United States not otherwise inapplicable * * * 
shall have the same force and effect in Puerto Rico as in the United States. 

The Federal Labor Relations Act is a statutory law, and, therefore, 
according to the law of Federal relations with Puerto Rico, it would 
have been applicable here in full if it had not been partially applied, 
no matter what political theories may be invoked by the leaders of our 
local government. 

After delaying the action of Congress to improve labor conditions 
in Puerto Rico with a petition of a special investigation, what has our 
local government done? 

It hired a committee of experts to try to prove their points against 
the contemplated action, and now, through two of its legislators, has 
submitted a proposition to the legislative assembly which does not 
contain a definite assurance of a substantial change in the labor situa- 
tion of Puerto Rico. 

The character of the “draft for a bill” submitted at this late hour 
by the government can be appreciated by this paragraph: 

It is hereby declared that the policy of this law is that in the first proceedings 
to be carried out under the same the legal minimum salaries be increased in not 
less than 3314 percent over those in force in January 1, 1955, unless the effected 
employers should demonstrate in a specific case that such increase is not possible. 
It is declared, furthermore, that the policy of the Commonwealth is to reach 
as soon as possible a minimum wage standard equal to the one established by the 
Federal Law of Fair Labor Relations of 1938, as amended, for the industries 
devoted to commerce, as the word is defined in that law, that is, $1 per hour, 
and to maintain a standard equal to that one which in the future may be estab- 
lished under the above-mentioned statute. 

This draft of a bill is, in fact, a smokescreen to mislead labor and 
Congress into believing that a minimum wage floor is to be reached 
in a period of 3 years. But, in fact, it is only a vague expression of 
intention with no fixed deadline for the establishment of a wage floor, 
which leaves the door open for interminable litigation and political 
favoritism. 

It creates a board with ample powers to investigate the most minute 
details of all industries and to set wages, establish fringes without 
limitation, and so forth, in a paternalistic pattern, giving in that way 
to the local government full control of the private economy and, in. 

70428—56——19 
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fact, doing away with the principle of collective bargaining and union 
protection of labor, 

Such action designated to dominate private enterprise is in line with 
the history of our local administration, which, since the year 1945, 
merited the following comment in a report of the Committee on In- 
sular Affairs of the House of Representatives after a thorough “in- 
wepeegetem of political, social, and economic conditions in Puerto 

ico”: 


It requires only a brief and cursory study of the pattern created by this new 
control through authorities and governmental agencies to understand that it is 
quite comparable to the pattern used by the Fascists in Italy to control every 
avenue of business life. 

This is the report of the Committee on Insular Affairs, House of 
Representatives, 79th Congress, 1st session, ang» to House Resolu- 
tion 159, 78th Congress, and House Resolution 99, 79th Congress, 
page 31. 

It is the feeling of the subcommittee that the trend of government in Puerto 
Rico is very obviously headed toward total State control as shown by the recita- 
tion above of what happened in Italy * * *. It is clearly seen that such con- 
centration of insular moneys and power as shown by the charts printed earlier 
in this report, would give the insular government total domination over all busi- 
ness life in the island, which is apparently the goal of the party in power in its 
eagerness to increase its power and control over the people in the island (id. 
p. 37). 

The workers of Puerto Rico are American citizens. The business- 
men and the industrialists of Puerto Rico are American citizens. The 
Federal law of labor relations was designed as a protection of em- 
ployers and employees against undue hardships and chaotic con- 
ditions in commerce and industry. Even thongh Congress has in high 
regard the local sovereignty of each one of the States of the Union, 
it considered best to have a Federal, uniform law than 48 different 
State law plus the local laws of each one of the American territories. 

The American citizens of Puerto Rico need the protection of a 
highly respected Federal statutory law. That protection should not be 
denied as long as they remain American citizens. 

It is true that Congress should be respectful of local democratic 
decisions taken at the polls. But American citizenship in Puerto Rico 
has not been canceled or annulled by any decisions at the polls. We 
are American citizens and we stand by our rights as such. Nobody is 
authorized to destroy those rights, to dry the sap away from our 
American citizenship or to deviate us at will from the American 
institutions we have learned to respect and love. American democracy 
begins with respect for the fundamental loyalties of the American 
citizenship. Inno American territory inhabited by American citizens 
who want to remain American can a political victory at the polls 
drive away the sovereignty of Congress. 

The committee of experts already quoted, which was hired at the 
suggestion of the Governor of Puerto Rico, has the following opinion: 

Too low salaries would affect the welfare of the Puerto Rican workers, which 
in turn would delay the economic development. 

We have been hearing the same conclusion for a long time, but the 
truth is that very little has been done to change the situation. On the 
contrary, the difference between the salaries paid in Puerto Rico and 
continental United States is greater now than it was in 1938. The 
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committee of experts admits that “in terms of cents per hour, the 
differences in salaries between Puerto Rico and the continent have 
increased considerably.” 

It is further evident that low salaries are not creating enough 


employment in Puerto Rico. The committee of experts admits it 
when it says: 


Total employment has come down sharply since 1950 and continues coming 
down. Only the reduction of the labor force as a result of the migration and 
other factors has avoided a catastrophic increase in the number of unemployed. 

And that is the fact. If it was not because the door is open to 
Puerto Ricans in the continental United States the situation would 
be much worse than it is now. 

The committee does not name the “other factors,” but it evidently 
is making reference principally to Federal appropriations for Puerto 
Rico. 

As it is undeniable that low wages have not created the necessary 
employment, and that low salaries delay economic development, it 
seems that Puerto Rico by now should be ready for a new approach to 
the problem. 

However, the government of Puerto Rico continues creating sources 
of low-salaryemployment. In its industrialization program its requi- 
sites for the granting of tax exemptions do not include any specific 
protection against low wages. As a result of this omission the burden 
of the industrialization program is placed unfairly on the shoulders 
of the workers and the taxpayers. 

At the present level of our economic development and under the 
national philosophy on wages established by the Federal law on labor 
relations, no industry that is not able to pay reasonable wages should 
be wooed to come to Puerto Rico at the expense of the workers and 
the taxpayers. No such industry would be in a position anyway to 
continue operations when its tax holiday comes to an end. If it can- 
not pay reasonable wages now, what will happen when it has to carry 
the tax burden ? 

Puerto Rican workers are considered efficient in the industries lo- 
cated in continental United States. 

All raises in salaries have always brought forth renewed efforts in 
industry to meet them with technological advances, new outlays of 
capital, ingenuity in new methods of production and higher produc- 
tivity of iabee. 

For all these reasons we believe that the situation on wages in Puer- 
: Rico should not be allowed to remain stationary. It is time for a 
change, 

That change cannot be toward the isolated bicycle economy that 
the government of Puerto Rico seems to be endorsing now. We are 
recelving directly and daily the tremendous impact of the immense 
economic forces of the greatest Nation on earth. Even if we were to 
sever our political ties with the United States—which we certainly do 
not intend to do—we would not be able to avoid those forces. Our 
reaction should not be to evade the issue, but to get on board, too. We 
must integrate ourselves into this expanding and powerful Nation to 
get the full benefit of it. This means for Puerto Rico an economy of 
high preduction, high wages and high buying power, which is the 
cycle that has made our American Nation great. 





286 MINIMUM WAGES FOR PUERTO RICO AND VIRGIN ISLANDS 


This movement toward an acceleration of our economic develop- 
ment must be general and simultaneous. Very little is gained when 
only one particular industry or a small group of handpicked indus- 
tries increase their wages, because any given industry depends for its 
prosperity on the wages paid in all the other industries and activities, 
If there is no buying power, no industry can raise its wages as high 
as necessary to solve the general problem. Not a few industries, 
therefore, but industry and commerce as a whole should participate 
in this change of the economy of Puerto Rico. 

Specially serious becomes the situation when the workers who re- 
ceive low wages have to buy the articles produced by workers receiy- 
ing high wages. It should not be forgotten that Puerto Rico, a land 
of low wages, buys over $500 million in articles produced in continen- 
tal United States. Some of these articles, even though they are ex- 
tremely necessary, can seldom or never reach the homes of the lowest 
paid workers of Puerto Rico. The increase of minimum wages now 
made in continental United States, without a corresponding increase 
in Puerto Rico, only makes this situation more somber. 

The government of Puerto Rico claims that a bill increasing wages 
will result in the closing down of industries in Puerto Rico. But it 
has never given in detail, at least publicly, the names of the affected 
industries except, of course, the home needle-craft and the leaf-tobacco 
industries, which everybody admits need special treatment. 

The issue has also been confused, alleging that Congress was trying 
to impose inflexible wages in Puerto Rico. To us the error is evi- 
dent, but it has produced considerable misunderstanding. 

Congress certainly has no wish to create unemployment in Puerto 
Rico. In fact, we do not believe that anybody has such intentions. 
We do not believe that American labor unions are acting for selfish 
reasons. 

The fact that the law creates the investigating committee is ample 
proof that it contemplates complete flexibility in the wages above a 
reasonable floor to be paid by the several industries. 

What the law establishes—and there is every reason to establish 
it—is an inflexible, nonporous, nonleaking floor. It is something like 
a red light telling the employer that he can go no further. But there 
is ample room over the floor for all kinds of flexibilities and progress. 

The law, therefore, is rigid in its minimum, but flexible on the pre- 
vailing wages. Its purpose in that respect is merely to protect the 
worker up to a certain limit, leaving him at liberty to obtain the rest 
for himself according to the circumstances in each industry. 

We fail to understand the opposition to such a protection, leaving 
even the minimum wages of the workers open to long litigation before 
a government board. 

If the minimum to be accorded is to be fair and just it is more con- 
venient to have it definitely in the law than vaguely up in the air. 

Promises and good intentions have been many times expressed by 
our local government also in the matter of an improvement in the 
teaching of English in our public schools, and it has been found out 
by a technical survey of the University of Puerto Rico that English 
is being now taught with less efficiency than ever. 

We do not want the same thing to happen in the matter of an increase 
in minimum wages. 
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Therefore, in line with its memorandum to this honorable House 
committee, dated June 9, 1955, when the Fair Labor Standards Act’s 
revision was under consideration before Congress, the Republican 
Party of Puerto Rico wishes to establish its position unequivocally, 
to wit: 

That, as said act affects those industries in the Commonwealth of 
Puerto Rico participating in interstate commerce, the then existing 
minimum wage of 75 cents per hour should be reached by all such 
industries within a fixed and reasonable time in order to attain the 
objective of a uniform floor to wages in all of them, except the home 
needle-craft industry and the processing of leaf tobacco, which could 
be left subject to the determination of the industry committees. And 
the inereases above the then 75-cent-per-hour minimum up to the 
already-established-by-Congress $1-per-hour minimum to be reached 
as soon as possible and as periodically determined by the Federal 
industry committees, 

I want to say, Mr, Chairman, in regard to the needlework industry, 
that some years ago I was appointed by the Federal Government to 
membership on the first and second industry committees, and as chair- 
man of the third and fourth. 

The needlework industry came before us, and we made a thorough 
examination. We came to the conclusion that they could not pay 
wages higher than those that they were paying. 

I was representing the public in all of these committees, and I made 
the proposition that the minimum wage recommended by the commit- 
tee should be subject to the condition that we recommend to the Con- 
gress the approval of some measure to give the local industry protec- 
tion against competition from China, Japan, and the Philippines. 

At that time the facts brought before our committee were that a 
woman engaged in needlework in China was being paid 3 cents a day 
and a pot of rice to keep her alive for working the next day at 3 cents 
per day. Puerto Rico was working against that competition more 
than 10 or 12 yearsago. Against that competition the needlework in- 
dustry is working today in Puerto Rico. 

As I said before, handkerchiefs and all of the products of the needle- 
work industry from the Philippines are selling at a lower price in 
Puerto Rico than the local product. And that is the industry that 
needs the fixing of a minimum wage comparable with protection to our 
local products, produced by American citizens under the American 
flag. 
Thank you, Mr. Chairman and gentlemen of the committee. 

Chairman Barpen. In connection with that last statement about 
competition from Japan and China, if it keeps increasing you may 
have a lot of recruits. 

Mr. Travieso. Iknow. Iam afraid we are. 

Chairman Barpen. Mr. Roosevelt? 

Mr. Roosrvett. I do not have any questions, Mr. Chairman. 

I would like to thank the judge very much for his excellent state- 
ment. Iam particularly impressed by the statement that: 

It should not be forgotten that Puerto Rico, a land of low wages, buys over 
$500 million in articles produced in continental United States. 

It is not going to be possible for you to buy these articles unless you 
have the necessary purchasing power to buy them. 
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Mr. Travreso. That is right. 

Mr. Rooseveur. I think that same statement is true in the United 
States, 

Mr. Travreso. Everywhere. 

Mr. Roosrve.tr. Thank you. 

Chairman Barven. , General ? 

Mr. Smirn. Judge, in Puerto Rico do you have the same difficulty 
or any difficulty in defining what is interstate commerce and what is 
intrastate commerce ? 

Mr. Travieso. Practically, we have the same trouble, although it is 
easier because we are an island. Although it has lately been denied 
that we are an island; we are an associated free State. 

Mr. Smiru. You still think that if you were working down here on 
a steamship pier that you would be in interstate commerce the same as 
you would be in the United States? 

Mr. Travieso. Itisthesame. Any factory that manufactures prod- 
ucts that go to the States for sale is engaged in interstate commerce. 
So is sugar, and so are handkerchiefs, and so are many things. 

All the things that we produce here and which we consume here are 
intrainsular products, and, naturally, not subject to the jurisdiction 
of Congress. 

But we want, the citizens that I am speaking for, want to keep the 
jurisdiction of Congress over our interstate commerce. 

I may not see it because it is getting a little too late for me, but we 
have been engaged for years and years in advocating statehood for the 
island of Puerto Rico. We are not going to give up in our fight. 

But we will keep it up, and these younger men will keep it up after 
Iam gone. I started to advocate it at the age of 24, and I am still 
advocating it. And one of the things that will keep us in line as part 
and parcel of the American Nation is the jurisdiction of Congress and 
the application of the Federal laws which are applicable to our in- 
ternal life in Puerto Rico. One of them is the interstate commerce 
law. The minute you abolish that, then we are headed in the other 
direction. 

Mr. Smrrn. In connection with what you have just said, I want to 
tell you, as one individual, that I appreciate very much your approach 
to this matter of American citizenship as a patriot. 

Mr. Travreso. Yes, sir. 

Mr. Sarru. I have been looking around very many places for the 
American flag, and I have not seen them. 

I would also like to make this comment : 

The first witness here the other day said that one of the reasons 
why industry did not come was because of the language barrier. This 
week I spent an evening down at Ponce, and, as usual, in most towns 
and in most countries, there were some little urchins around who 
wanted nickels and dimes. They were 6, 7, or maybe 8 years old. 
They did not ask me for a dime; they did not ask me for a nickel. 
They rubbed their stomachs, which indicated they would like to buy 
some candy. 

Now I have been a soldier, and in many lands. 

Mr. Travieso. I have not been a soldier. I have been out of three 
wars by a difference in age. 

Mr. Suiru. Children of all languages generally find out how to ap- 
proach an American, who is susceptible in any place. But those chil- 
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dren did not know the English language. The next day I attended a 
Juncheon at a university. ‘The chancellor greeted us, and his greeting 
was in Spanish. I cannot read Spanish. I appreciate that, but I am 
ee wondering if there is a tendency here to forget about the English 
anguage. 

Mr. Travieso. There is. There is no doubt that there is. It is pub- 
licly admitted. 

Let me tell you, Congressman, that many years ago, soon after the 
American occupation of Puerto Rico, after the change of sovereignty, 
we began to teach English in the schools. And English was used as 
the language to convey knowledge to the pupils in the elementary 
schools. It was argued by the opponents of that system that it was 
torture to the mind of a youngster to teach him in a language about 
which he knew nothing. 

My experience in life, after so many years, is that all that argument 
is absolutely unfounded. To cite my own case, I have only one daugh- 
ter. I am a member of the New York bar. And in 1923 I decided to 
change and to go to New York and to practice law. 

I had the problem that my little girl, who was about 8 or 9 years 
old, did not know a word of English. I went to see the principal 
of the school in Harlem, in New York, and told the principal of 
my problem. I said, “How is this child going to be taught if she 
does not know the language?” 

She laughed at me, and she said, “There is no problem. We have 
German girls and Italian girls and Czechoslovakian girls and Spanish 
girls, and in 2 weeks she will not complain. In 3 months she will 
know more English than Spanish.” 

My daughter talks English exactly like an American girl born in 
the country. And she was taught in English from the age of 8 or 9 
until she graduated from college. 

There was no torture. I did not notice any torture in any way. 
She was just as happy as she ever was. 

Now they have started a new policy. The wealthy man in Puerto 
Rico—You take our present Governor, who speaks excellent English, 
perhaps better than any other Puerto Rican in the island. His father 
sent him as a youngster to the United States because he considered 
that his boy should know the national language. 

The speaker of the house of representatives of that time, the supreme 
advocate of independence for Puerto Rico, sent his boy to the United 
States to be educated and to learn English. 

If you go through the generation of that time—take our commis- 
sioner of labor, who just addressed you in very fine English—all 
of that generation was taught in English, using English as the lan- 
guage to convey knowledge. 

But the system has been changed on the argument of torture to 
the mind of the child. Now it is being taught as a special subject, 
as es would teach German or French. And you know how much 
French we know and how much German we know when we take 1 or 


2 years of either language in high school or at the university. Ina 
few months after we get our diploma and we go back to talking the 
mother language we forget German and we forget French. 

The only way to teach these youngsters, American citizens of Puerto 
Rico, is to teach them English from the very beginning. I do not 
advocate the teaching of English from the first grade. Just teach 
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them enough vocabulary sufficient to understand the teacher after, say, 
the first grade. But from then on to graduation from the university 
use English as the language. They will not forget Spanish. They 
go back to mother and to sister and brother after school days, and 
they speak Spanish in their homes. 

It is a torture to a man when he is sent to the States without a 
knowledge of the language. If he is a laborer they slam the door 
in his face and say “We don’t want you. We don’t understand you.” 

I went to the States at the age of 17. I did not know a word of 
English. And I was sent to board with an American family, no one of 
whom knew any Spanish. I had 3 months of torture. It didn’t kill 
me; I am still alive, but at the end of 3 months, even though I was a 
big boy by that time, 18, I was able to take care of myself in English, 
Then I went to Cornell University and I graduated, in time. 

So these boys that have to get out of the island to get a higher wage 
in the United States, it is unjust to them to send them out of the 
island without some knowledge of the English language. 

I hope you will pardon me. My explanation was a little long, but 
I think you will understand the situation better by hearing these 
facts. 

Mr. Smirx. Thank you. 

That is all. 

Chairman Barpen. Mrs. Green ? 

Mrs. Green. I have no questions, Mr. Chairman, but I would like to 
make this statement, that I personally have been most favorably im- 
pressed by the efforts that are being made to teach English. On the 
drive to Ponce the other day I stopped at a little two-room school. 
They did not expect me, of course, in a scheduled visit. I walked into 
a. third-grade class, and it was right in the midst of an English lesson. 
I was pleasantly surprised at the reaction of these youngsters and 
the amount of English they knew. 

Then we went over to a first-grade class. The teacher was giving 
commands in English, and the little first graders were answering her 
commands. They understood what she was saying. 

When we stopped at a vocational high school I talked to many of the 
students there casually as I was wandering around. They all under- 
stood English. 

In truth, it made me very much ashamed that I come here and I 
do not speak Spanish, because I think that this island is doing a 
remarkable job of teaching English to the people. 

I went into the factories, I went into the homes, and the factory girls 
told me that they were taking night classes, that the administration 
was offering night classes in English for the older people who were 
working. And I was most favorably impressed with the efforts that 
are being made. 

That is all, Mr. Chairman. 

Mr. Travreso. Pardon me if I ask you a question, but was that a 
private school or public school ? 

Mrs. Green. No; these were public schools. 

Mr. Travieso. Public schools. 

It was lately published in the newspaper, and not denied but ad- 
mitted, that in private schools, of which we have a number in the 
island here in San Juan, Ponce, and Mayaguez, they use English as 
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the language. In the private schools they use English as the language 
to teach the boys and girls. 

Maybe this teacher the lady has seen has not received the new orders, 
and she is operating under the old system, for which I congratulate 
her. 

But the experience is that at the entrance examinations for the 
University of Puerto Rico this last year the graduates of private 
schools had the highest record for admission to the university, and 
the greater number of failures was from the public schools. That was 
published and not denied but admitted by the university authorities. 

Chairman Barpen. Do you have any further questions? 

Mrs. Green. No, sir; there is no more time. 

Chairman Barpen. Mr. Coon? 

Mr. Coon. Judge, you read us a report of the Committee on Insular 
Affairs of the House of Representatives where they said : 


It is the feeling of the subcommittee that the trend of government in Puerto 
Rico is very obviously headed toward total state control. 


That was a finding of the committee in the 79th Congress, which was 
several years ago. Do you believe that the present trend of the gov- 
ernment is toward further state control ? 

Mr. Travreso. There is some state control. The commissioner of 
labor has informed you that the public works authorities are insular 
government authorities, the electrification, service for electric light 
and the waterworks is in the hands of the government, and the govern- 
ment owns sugar mills and also sugar lands. So we have government 
engaged in business. 


Mr. Coon. Are you building up a stronger central government? 
Mr. Travreso. It has not aA because usually when governments 
4 


go into business they fail. And many industries that were started by 
the government, they began to lose money and lose money, and finally 
they were conveyed to private hands who are making good profits. 

Otherwise we would have government control all over the island. 

Mr. Coon. I would like to ask you one question on the taxes on the 
cement plant. We were told the first day here that the cement industry 
did not pay any taxes on their cement plant. Could you tell us whether 
the cement industry does pay taxes or does not pay taxes? 

Mr. Travreso. It did not pay taxes as long as it was a government 
industry. But when it was transferred to a private company I under- 
stand it has been paying taxes, full taxes. 

Mr. Coon. They have been paying full taxes? 

Mr. Travieso. Yes. 

Mr. Coon. That was my impression. But we were told differently 
here on the witness stand yesterday. I wanted to bring that out. 

Mr. Travirso. They are paying taxes. And I understand the bill 
has passed 1 of the 2 houses increasing the tax, as I understand it, 
the production tax on cement. Somebody has recommended to the 
legislature an inerease of 7 cents on cement manufacturing in the 
island. 

Mr. Coon. I would like to ask you another question. 

Mr. Roosevert. Would my colleague yield for one question on the 
past one ? 


Mr. Coon. Yes. 
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Mr. Roosrveir. Was the quotation that you read from the 79th Con- 
gress one that referred to the present administration or the present 
governor ? 

If I am correct, it referred to Mr. Tugwell’s administration. Is that 
correct ? 

Mr. Travieso. I think Tugwell had some of it. It was maybe partly 
Tugwell and partly what we have now. 

Mr. Roosrverr. I did not quite understand. 

Mr. Travieso. It may be that the report was made toward the end 
of his administration . 

When was Tugwell inaugurated ? 

Mr. Roosevett. The 79th Congress went out in 1946. 

Mr. Travieso. As to the party in power, the legislature was the 
same. I mean the party controlling the senate and ‘the house of rep- 
resentatives was the same party as is in control now. The governor 
may have been partly Tugwell and partly our present governor. 

Mr. Roosrveur. Thank you. 

Mr. Travieso. Governor Pinero succeeded Tugwell. 

Mr. Coon. Judge, I want to ask two further questions on your 
minimum-rate proposal. 

You think that the tobacco stemming and needlecraft work should 
be exempt from any establishment of 75 cents? 

Mr. Travieso. I think they should have special treatment because if 
you apply a wage higher than they are paying now you kill the in- 
dustry. But what we want is to fix a floor and build upon that floor 
by having these industry committees, I mean Federal industry com- 
mittees that are advising whether it is possible to push that industry 
up to the dollar minimum of American industry or up to 75 cents or 
to whatever it is. 

Mr. Coon. But you believe that in the next, say, 2 or 3 or 4 years 
that you could reach this 75-cent minimum in all other industries 
except the tobacco and needlecraft over a short period of years? 

Mr. Travreso. I think so, if we protect them by some other measure 
against competition. 

Mr. Coon. After you reach 75 cents in all of them, then the industry 
committees work it on up to the dollar as the industries fare? 

Mr. Travreso. Yes. And they they will negotiate with unions, and 
so forth, as they do in the United States, after reaching the maximum. 

Mr. Coon. Thank you. 

Chairman Barpen. Mr. Metcalf? 

Mr. Mercatr. No questions. 

Chairman Barpen. Mr. Bosch? 

Mr. Boscu. No questions. 

Chairman Barven. Thank you, judge. 

T still haven't quite got it clear } in my head how we could have fixed 
a dollar minimum for Puerto Rico as we did for the States last 
summer. 

Mr. Travieso. No. I think you would have cleaned practically 
every industry in Puerto Rico with the exception of 1 or 2 who are 
paying the $1 minimum. 

There is an industry committee investigating now, and the glass 
industry in Puerto Rico was invited to appear before the committee. 
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The manager of the industry reported that they were ready to accept 
the $1 minimum, and they had no necessity of appearing before the 
committee. In fact, they are paying more than $1. 

Chairman Barpen. Is it your position then that the trend should be 
in the direction of eventually making it the same as stateside, but 
not now ¢ 

Mr. Travieso. No, not now; but reaching it by stages. 

Chairman Barpen. Thank you very much, Judge. We appreciate 
your testimony. 

Mr. Travreso. Thank you, Mr. Chairman and members of the 
committee. 

Chairman Barpen. Mr. Garcia-Méndez? 


STATEMENT OF J. B. GARC{A-MENDEZ, EXECUTIVE VICE PRESI- 
DENT, ASSOCIATION OF SUGAR PRODUCERS OF PUERTO RICO 


Mr. Garcia. Mr. Chairman and members of the committee, my 
name is J. B. Garcfa-Méndez. I am appearing in behalf of the Asso- 
ciation of Sugar Producers of Puerto Rico, of which I am its executive 
vice president. This position I have held since 1948. 

I have had a long experience in the farming of sugarcane and in 
the sugar business as a whole. Before holding my present position, 
I was for 4 years member of the house of representatives of Puerto 
Rico, and for 8 years a senator in the insular legislature. 

[ have filed my original statement, which consists of about 14 pages. 
It is already filed. But, for the sake of brevity and in view of the 
fact that you are off schedule, I prepared a synopsis which is the one 
lam going to read. 

Chairman Barpen. Thank you, sir. 

(The statement referred to follows :) 


STATEMENT SUBMITTED IN BEHALF OF THE ASSOCIATION OF SUGAR PRODUCERS OF 
Puerto Rico To THE COMMITTEE ON EDUCATION AND Lapsor, UNITED STATES 
HousE OF REPRESENTATIVES, AT SAN JUAN, P. R. 


My name is J. B. Garcia-Méndez. I am appearing in behalf of the Association 
of Sugar Producers of: Puerto Rico, of which I am its executive vice president. 
This position I have held since 1948. 

I have had a long experience in the farming and harvesting of sugarcane and 
in the sugar business as a whole. Before holding my present position, I was for 
4 years member of the house of representatives of Puerto Rico, and for 8 years 
a senator representing the District of Aguadilla. 

In submitting my testimony before this committee, I wish to express that it 
represents both the views of the association as well as my personal views. 

During thé last session of the United States Congress, the Fair Labor Standards 
Act increased to $1 an hour the minimum wage for industries in interstate 
commerce, 

With respect to Puerto Rico, the industrial committee provisions of the act 
were maintained and improved. These special industry committees under the 
new legislation will permit a more careful and faster procedure to revise wages. 
Such committees at the same time permit a flexible procedure to set wages for 
each industry according to the ability of such industries to pay. 

Let us say at the start that the Association of Sugar Producers of Puerto Rico 
favors as high wages as any industry can pay. Bach industry should pay the 
highest possible wage compatible with its financial position, so that labor will 
have as decent a wage as possible while the industry is allowed to survive by 
making a fair and reasonable return on its investment. If the latter does not 
happen, unemployment will be the inevitable consequence. 
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We believe that any action or attempt to fix minimum wage in Puerto Rico. 
on the basis of arbitrary or rigid figures is most dangerous to the survival 
of many industries and especially the sugar industry, to the continued develop- 
ment of the economy of Puerto Rico and to the continued improvement of 
wage levels and standards of living in the Commonwealth. 

Under this committee system wages can be raised as high as they can be 
fairly and possibly fixed on the basis of data as to the ability of each industry 
to pay. 

This position of ours was so expressed to the chairman of the Senate Labor 
Committee and to the chairman of the House Labor Committee in cablegrams 
addressed to them, which read as follows: 

JUNE 6, 1955. 
Senator Lister Hirt, 
Chairman, Senate Labor Committee, 
Washington, D. C.: 

Flat wage increase in Puerto Rican industries will force out of business many 
industries here and will prevent industrial development of a community which 
certainly needs it. As to the sugar industry, which is now paying minimum 
wages prescribed by Fair Labor Standards Act, any increase by congressional 
action may result in closing of numerous mills with subsequent unemployment. 
We request wages be fixed by special industry committees and that present 
law be amended to expedite committee action. 

J. B. Garcra MENDEZ, 
Executive Vice President, Association of Sugar Producers of Puerto Rico. 


JuLy 1, 1955. 
Hon. GRAHAM A. BARDEN, 
Chairman, House Committee on Labor, 
Washington, D. C.: 


Any flat wage increase in the sugar industry which is now paying minimum 
wages prescribed by Fair Labor Standards Act will result in the closing of 
numerous mills with subsequent unemployment. As to other Puerto Rican 
industries these will be forced out of business, thus preventing the industrial 
development of a community which certainly needs it. In behalf of Association 
of Sugar Producers of Puerto Rico, we request that wages be fixed by special 
industry committees. If and when necessary we request the opportunity to 
be heard. 

SEcUNDINO LozANA, 
Acting President. 


In order to substantiate the position then taken by us, which is exactly the 
same we are now holding, we wish to submit to you some facts. 

The Association of Sugar Producers of Puerto Rico has recently completed its 
annual survey of operating results of Puerto Rican mills for the crop year ended 
1955. This survey takes the form of a detailed analysis of mill income and 
cost data covering virtually the entire processing branch of the Puerto Rican 
industry. The association has collected and compiled similar data each year 
since 1951. The survey form has been closely patterned after that formerly 
employed by the Puerto Rico Public Service Commission. 

During the 5-year period in which these figures have been collected, the sugar 
industry of Puerto Rico has been exposed to a wide variety of operating conditions, 
many of them largely outside its own control. For the most part these conditions 
have fallen with increasing severity on the operating margins of producing 
enterprises. As a result, the sugar industry currently is faced with the most 
critical cost-price squeeze experienced since the disaster year of 1944 and, except 
for that one year, any other year since the early 1930’s when, during the great 
depression, the industry also operated at a loss. 

The impact of this squeeze can best be illustrated by a comparison of the 
industry’s profit margins in terms of net income per hundred pounds of sugar. 
Net income after taxes has fallen progressively from 45%4 cents per hundred 
pounds of sugar for the crop year ended 1951 to 16 cents per hundred pounds for 
the crop year ended 1955. The latter figure is little more than one-third the 
modest earnings level recorded 5 years ago. What is perhaps even more signifi- 
cant, the trend, as shown below, continues downward with no definite end in 
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sight. These figures embrace the net income of mills producing more than 86 per- 
cent of the total Puerto Rican sugar output for the 5-year period covered. 











. 2463 
. 2522 
. 1607 

As previously indicated, many factors have joined to influence adversely the 
operating results of Puerto Rican sugar mills. Among the foremost of these 
must be listed (1) the decline experienced in the proceeds realized from sales 
of sugar and molasses; (2) the rise in fixed costs, including taxes, resulting 
from crop restrictions ; and (3) the inerease in direct costs resulting from higher 
wage rates and social security and unemployment taxes incident to labor 
employed. 

In 1951, with the United States still heavily involved in the Korean war, 
Puerto Rican molasses brought on the average 21.4 cents per gallon, f. o. b., 
Puerto Rican port. For the crop year just ended Puerto Rican molasses sold 
on the average for only 7.8 cents per gallon, f. 0. b., Puerto Rican port. Based on 
present market appraisals, molasses prices will not be significantly different in 
1956 than in 1955. 

A decline of even greater significance has occurred in the price of sugar. Here, 
quotations on raw sugar, duty free at New York, fell from a high of 6.59 cents 
a pound for the month of June 1951 to a low of 5.82 cents a pound for the month 
of April 1955. Moreover, judging by price philosophies now apparently prevail- 
ing in the United States Department of Agriculture, there is little prospect for 
any substantial improvement in the price of sugar. 

The Puerto Rican sugar-mill operator, unlike many manufacturers, cannot 
control the price of either his sugar or his molasses. The prices of both these 
commedities are determined by the forces of supply and demand operating in a 
broad economic sphere of which the Puerto Rican industry forms only a small 
part. Moreover, the Puerto Rican sugar processor finds himself in a peculiarly 
unenviable competitive position compared to his mainland counterparts. 

In the first place, mere geographical location, with its distance from market 
and long ocean haul, absorbs a substantial part of the proceeds received from 
sugar sales. Cane-sugar producers in the mainland sustain no comparable cost. 
Furthermore, these charges to the Puerto Rican operator are constantly increas- 
ing. Ocean freight rates alone have risen from 42 cents to 47 cents a hundred 
pounds since late in 1951. 

Another factor adversely influencing the operating margin of the Puerto Rican 
sugar mill is the high rate of payment required to be made for growers’ cane. 
Because of its exceedingly high labor requirements relative to other areas, 
sugarcane culture in Puerto Rico is a high-cost operation. Accordingly, in order 
to permit growers to remain in production, Puerto Rican processors have been 
forced to pay an increasingly large share of the proceeds received from sugar 
and molasses in settlement for purchased cane. As a result, the sugar processing 
industry of Puerto Rico pays relatively more for growers’ cane than does any 
other domestic producing industry. 

The Puerto Rican sugar processor also finds himself at a distinct disadvantage 
with respect to foreign competition. Foreign producers are immune from any 
Federal regulations designed to augment the share obtained by labor and by 
growers in the market price for sugar. The higher wage scales prevailing in 
Puerto Rico, the greater sharing ratio enjoyed by Puerto Rican growers, and 
the increasing burden of Federal and insular tax liabilities, all combine to preju- 
dice the competitive position of the Puerto Rican sugar mill. 

In no sense do the nominal rates of duty now levied against sugars of foreign 
origin offset these handicaps. Cuban sugar on entry into the United States pays 
a duty of only one-half cent per pound, 96° basis. Philippine sugar at the moment 
pays no duty whatsoever and under a sliding scale commencing next January 1 
will not approach the Cuban rate until 1974. 

In the face of these competitive disadvantages, processors have been able to 
survive only because of the extraordinary degree of efficiency attained in Puerto 
Rican sugar mills. Nevertheless, the high degree of efficiency already achieved 
necessarily limits the opportunity for further advancement. With prices of 
sugar and molasses destined to show little, if any, improvement in the foreseeable 
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future, the Puerto Rican mill operator is rendered unduly vulnerable to the 
impact of rising costs. 

The sugar processing industry is characterized by heavy capital investment. 
This necessarily involves a high proportion of fixed charges; that is, charges 
which must be absorbed irrespective of the volume of production. In this respect, 
the Puerto Rican sugar industry has in recent years been doubly handicapped in 
that, although faced with rising costs, its physical volume of production has been 
severely limited by Federal regulation. Crop restrictions have cut the industry 
back in each of the past 3 years to a level 13 to 15 percent less than the output 
achieved in the last unrestrictive crop year. 

In 1952 the island's sugar mills produced a total of 1,360,000 tons of sugar, 
96° basis. In order not to accumulate further stocks in excess of marketing 
quotas under the Federal Sugar Act, the size of each subsequent year’s crop has 
been limited by Government regulation. Thus, in 1953 the crop totaled only 
1,170,000 tons; in 1954, 1,190,000 tons; and in 1955, 1,153,000 tons. Moreover, 
the regulation has already been issued restricting the size of the 1956 crop to a 
level approximating that of last year. With the volume of production thus 
restricted and with the cost of machinery, taxes, interest charges, and other 
similar items continuing to rise, fixed costs per unit of output have necessarily 
gone up. 

The other main area of costs with which the mill operator must contend is 
that of direct costs, or those expenses which vary more or less in proportion to 
the physical volume of output. Chief among these direct expenses is the cost 
of labor. Despite increasing efficiencies in mill operation, the cost of labor per 
unit of output has risen substantially because of increases in the minimum wage. 


TABLE 1.—Comparative statement of income and expenses of 10 Puerto Rican 
sugar mills 


[Crop years ended 1951 and 1955] 





1951, 1955, 
dollars per dollars per 
100 rounds | 100 pounds 

of sugar of sugar 





Gross income: 
Value of sugar produced --- $6. 1558 $5. 9503 
Value of molasses produced . 6228 . 1986 





Gross value of sugar and molasses 6. 7786 


6. 1489 
Less: Shipping and selling expenses . 6284 . 0648 





Net value of sugar and molasses 6. 1502 5. 4841 
Colonos’ share of sugar and molasses 3. 9041 3. 6259 





Gross industrial income 2. 2461 1. 8582 
Operating expenses: 
Direct expenses: 
Cane transportation 
Manufacturing 
Social security and workmen's insurance 





. 3259 
. 5522 





Total direct expenses 9209 
Fixed expenses: 
pS PRES RRS emp ee. SO Ry Oy eee . 0697 
General and office . 3037 
Maintenance and repair 
Depreciation 








Total fixed expenses 








Total operating expenses 





Net industrial income-_-__...........-- ESF SEP ae va 
Other income (net) 





Total income_-_-......--- 
Less: Provision for income taxes 





Net income 














1 Net industrial loss. 
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Minimum wage rates applicable to sugar factory workers in Puerto Rico are 
established under provisions of the Fair Labor Standards Act, wherein special 
industry committees are empowered to establish minimum wage structures for 
specific industries not in excess of the Federal minimum. Under existing statute 
that Federal minimum is 75 cents per hour, which rate has been made applicable 
to the sugar-processing industry since March 2, 1953. By virtue of amendments 
to the Fair Labor Standards Act enacted in the last session of Congress, the 
Federal minimum has been raised to $1 per hour effective March 1, 1956. Ac- 
cordingly, any Puerto Rican industry, including sugar, now subject to a 75-cent- 
per-hour wage, is, upon action by a special industry committee, potentially sub- 
ject to an increase of 3314 percent in its minimum wage. Since in Puerto Rican 
industry, the minimum wage usually bears a close relationship to the basic 
prevailing wage, these enterprises are faced with the possibility of having to 
absorb a 3314-percent increase in their total wage bill. 

Earlier in this statement there were listed figures indicative of the net income 
per hundred pounds of sugar earned by the Puerto Rican processing industry as 
a whole. These figures should in themselves be proof that the industry cannot 
long survive in its presently constituted form even under a 75-cent-per-hour 
rate, let alone a rate in excess of that figure. There are within the island’s 
industry, however, many mills which, because of size, factory layout, or less 
advantageous situation, have become particularly vulnerable to the cost-price 
squeeze. To illustrate the position of these less fortunate mills, a detailed 
analysis has been made of the operating results of the 10 mills which, during 
the last 2 crop years, experienced the least favorable net operating results. 

These 10 mills are not confined to any one section but are found throughout 
the island. Neither are they confined to the smallest factory units, but include 
several larger installations. As such, they provide a representative cross section 
of approximately one-third the industry’s total number of factory units. The 
figures which follow relate to these 10 mills. 

Compared to the island average, the net income of this group has undergone 
an even greater drop, having fallen from 42 cents per hundred pounds of sugar 
in 1951 to less than one-sixth that amount in 1955. The latter figure is such as 
to yield a return of merely 1.6 percent on capital investment. Here again the 


trend is downward as evidenced by net income after taxes for each of the past 
5 years. The figures below, like those for the industry as a whole, are expressed 
in terms of 100 pounds of sugar. 


1951 

















1955 





The extent to which various factors have contributed to the deterioration of 
the earning capabilities of these mills can be gathered from the comparative 
statement of income and expenses set forth in table 1. Between 1951 and 1955, 
combined income from sales of sugar and molasses fell by some 63 cents a hun- 
dred pounds of sugar. After deducting shipping and selling expenses and the 
reduced amount paid growers for cane, gross industrial income, from which all 
processing expenses must be met, shrank from about $2.25 to $1.86 a hundred 
pounds. 

This drop, amounting to nearly 39 cents, represents a reduction of more than 
17 percent in the operating margins of these mills. Moreover, insofar as it re- 
lates to lower prices received for sugar and molasses, it represents a reduction 
in income over which individual mill operators have little or no control for the 
reasons previously cited. Sales values of the industry’s products appear des- 
tined to remain for the foreseeable future at levels not significantly higher than 
the present, so that sugar-mill operators must adjust their cost schedules ac- 
cordingly if they are to continue in business. 

In addition to substantial reductions in the values received through sale of 
its products, this group of mills—like the industry in general—has been faced 
with cost inflation. Between 1951 and 1955, fixed costs increased by 11 percent 
to 99 cents per hundred pounds of sugar. Included in this figure are costs of 
administration ; general expenses, including property and unemployment taxes: 
maintenance and repair expenses; depreciation; and interest paid. Together 


they accounted for slightly more than half the total mill operating expenses 
incurred in 1955. 
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Direct costs comprise the balance of operating expenses and amounted to 95 
eents a hundred pounds in 1955. Through economies effected in various phases 
of factory operation, the cost of manufacture underwent a moderate reduction 
between 1951 and 1955, notwithstanding a substantial increase in labor costs, 
This saving, however, was more than offset by a rise in the cost of transporting 
eane. As a result, direct costs as a group showed a small advance. 

The cost of labor is a highly significant part of such operations as manu- 
facturing, maintenance and repair, and, to the extent that mills operate their 
own railroad systems, cane transportation. In addition, collateral labor costs 
such as workmen’s compensation insurance and social-security payments are 
also becoming increasingly important. Between 1951 and 1955 the unit cost 
of labor as represented by these wage and collateral labor cost items, rose by 
14 percent. In principal part, these higher costs were precipitated by introduction 
of the 75-cent minimum wage in 1953 and by the imposition of social-security 
and unemployment taxes. 

The effect of that action continues to be seen not only in the adverse financial 
results of mills still operative in the island, but also in the closing of mills 
which since that time have gone out of business. Central San José, formerly 
located at Rio Piedras, failed to grind in 1953. It has since been sold, dismantled, 
and reerected in the Venezuelan Republic, where reportedly it operates efficiently 
under the conditions prevailing there. 

Similarly, Central Constancia, formerly situated at Ponce, closed after the 
1954 harvest. It, too, has been sold to interests outside Puerto Rico. Along 
the same line, it is understood that the closing of one, and possibly other, addi- 
tional mills is imminent. 

In all, 10 mills have ceased operation in Puerto Rico since the Fair Labor 
Standards Act was first approved. Despite the injunction contained in the act 
against setting a minimum wage rate that would result in substantial unemploy- 
ment, these mills have been forced to shut down and their closing necessarily 
has been accompanied by a reduction in the number of man-days of labor 
required. 

In this connection, it has been computed that the number of operating em- 
ployees in Puerto Rican sugar factories was reduced from nearly 16,000 to 
less than 10,000 in the 12 years preceding 1952. Since then, with two additional 
mills having closed, employment has been further curtailed. Moreover, the 
number of days worked per man has also been reduced, notwithstanding an 
increase in the volume of production over this 12-year span. sased on 1955 
grinding data, indications are that since 1938, a cane crop 12 percent greater 
in size was processed with 50 percent less man-days of labor requirements. 
These shifts have in no small measure been forced by the impact of higher 
wage levels. 

As previously indicated, recent amendments to the Fair Labor Standards Act 
now throw open the door to substantial additional increases in the minimum 
wage in Puerto Rican sugar factories. To illustrate the further damaging effect 
of such possible action, a projection of costs has been made for that segment 
of the industry considered here, wherein wage costs are assumed to rise the 
maximum 331, percent, with all other factors remaining constant. The effects of 
this projection are depicted in table 2. 
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TABLE 2.—Actual income and expenses of 10 Puerto Rican sugar mills for the crop 
year ended 1955, together with projections based on $1 minimum hourly wage 


[Dollars per 100 pounds of sugar] 





Actual Projected 


ers a 
1 
| 





Gross income: } 
Value of sugar produced | 5. 9503 5, 9503 
ll Ase a et ceage llel . 1986 | . 1986 
Gross value of sugar and molasses d ; f 6. 1489 | . 1489 
Less: Shipping and selling expenses - . 6648 . 6648 


5. 4841 . 4841 
3. 6259 








Net value of sugar and molasses_._....._._._._____- 
Colonos’ share of sugar and molasses 





Gross industrial income. -. -._- - 





1. 8582 





Operating expenses: 
Cane transportation: 
Labor mireessiel 


Other. --_ 





et nctctetwaghr <r 





























Social security and workmen’s insurance 
Administration, general, and office 
Depreciation . 
DAG son Sore see nee : 





Total operating expenses 2. 1039 





Net industrial income --................- 


eft seas .0610 | . 2457 
Other income (net) : . 1597 «1597 





Total income : 
Less: Provision for income taxes_....._..-.- 





Net income 





It is evident that, assuming an increase in the minimum wage from 75 cents to 
$1 an hour and with all other factors of production and operation unchanged, the 
exceedingly small rate of return actually earned in 1955 would be converted into 
a loss of some 9 cents a hundred pounds of sugar. 

It is equally evident that the Puerto Rican sugar-processing industry could not, 
as presently constituted, long survive in such an unfavorable economic environ- 
ment. A large segment of that industry, comprised of nearly one-third of the 
processing units now operative, already has reached its own peculiar “point of 
no return.” Under conditions presently existing or in prospect, any action tend- 
ing further to increase costs can only serve to broaden and accelerate the de- 
terioration of the industry. 

Thus far, discussion has been confined to the processing phase of the industry, 
with particular emphasis having been placed on the damaging results that 
would necessarily follow any further increase in labor costs. Nevertheless, the 
agricultural phase of sugar production is also closely interwoven with the proe- 
essing phase, so that. serious damage cannot be sustained by one without ad- 
versely affecting the other. 


70428—_56——20 
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In the agricultural branch of the industry, many growers presently are faij- 
ing to cover costs; others are barely making ends meet. A recent study of the 
operating results of certain larger Puerto Rican plantations showed these 
growers to have sustained an average net loss of $0.167 per ton of cane in the 
crop year ended 1955. In the 2 previous years, these same growers, as a group, 
also sustained net losses. Together they produced approximately one-fourth the 
island’s total cane supply. 

It is almost axiomatic that any substantial upward adjustment of mill wages 
would force a similar upward adjustment in field wages. The agricultura) 
branch of the industry, however, is no more able to absorb an increased wage bil] 
than is the processing branch. This point is amply borne out by the fact that 
in recent years, the number of cane growers in Puerto Rico has suffered a drop, 
having fallen successively from nearly 20,000 in 1953 to a figure of perhaps less 
than 19,000 in prospect for 1956. 

Reference already has been made to the manner in which higher minimum 
wages have contributed to reducing sugar factory employment by forcing mills 
to close. With respect to agricultural employment, sugarcane culture is stil] 
the largest single employer of labor in the island and any sustained trend toward 
lessening the number of farms growing cane cannot avoid cutting down the num- 
ber of job opportunities available to workers in the cane fields. 

Thus a higher minimum-wage structure applicable to the island’s sugar mills 
would accrue to the detriment not alone of sugar processors but also to the detri- 
ment of growers, workers, and the community at large. Merchants dependent 
on sugar payrolls for their trade, suppliers selling directly to the sugar industry, 
service enterprises providing the many types of service incident to the growing 
and processing of sugarcane, all would feel the weight of minimum wages in 
excess of the industry’s ability to pay. EXven government, relying as it does on 
revenues generated by the sugar industry, would find itself a loser. Truly the 
sugar economy of Puerto Rico is bound up with island’s economic fiber as a whole 
any any action prejudicial to that industry’s well-being must of itself be prej- 
udicial to the general good. 

It is evident from the above that rigid legislative increase in the minimum 
wage for Puerto Rico would certainly hit hard on the sugar industry and on the 
Puerto Rican economy. On the other hand, we see no objection in that special 
industry committees, from time to time determine, on the basis of facts, what 
increase in wage is justified under the then prevailing conditions. 

We are all aware of the critical situation of the sugar industry. This situation 
may change. And if such be the case, we have no objection in that the special 
industry committees proceed accordingly. 

It is not amiss to say that the above is without prejudice of collective bargain- 
ing, where both employer and labor are in a position to present the situation to 
each other and set wages beyond those estzblished by the industry committees, 
should financial conditions justify such increases. 


Mr. Garcia. In the course of my statement I may make some addi- 
tions and extensions when they are pertinent, if the committee so 
permits. 

During the last session of the United States Congress the Fair Labor 
Standards Act increased to $1 an hour the minimum wage for indus- 
tries in interstate commerce. 

With respect to Puerto Rico, the industrial committee provisions 
of the act were maintained and improved. These special industry 
committees under the new legislation will permit a more careful 
and faster procedure to revise wages. Such committees at the same 
time permit a flexible procedure to set wages for each industry accord- 
ing to the ability of such industries to pay. 

We believe that any action or attempt to fix minimum wages in 


Puerto Rico on the basis of arbitrary or rigid figures is most dangerous 
to the survival of many industries and especially the sugar industry, 
to the continued development of the economy of Puerto Rico and to 
the continued improvement of wage levels and standards of living 
in the Commonwealth. 
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This postion of ours was so expressed to the chairman of the Senate 
Labor Committee and to the chairman of the House Labor Committee 
in cablegrams addressed to them. i ‘ 

In order to substantiate the position taken by us, we wish to submit 
to you some facts. 

The Association of Sugar Producers of Puerto Rico has recently 
completed its annual survey of operating results of Puerto Rican mills 
for the crop year ended 1955. During the 5-year period in which 
these figures Lave been collected the sugar industry of Puerto Rico 
has been exposed to a wide variety of operating conditions, many of 
them largely outside its own control. For the most part these con- 
ditions have fallen with increasing severity on the operating margins 
of producing enterprises. As a result, the sugar industry currently 
is faced with the most critical cost-price squeeze experienced since 
the disaster year of 1944, and, except for that 1 year, any other year 
since the early 1930’s when, during the great depression, the industry 
also operated at a loss. 

The impact of this squeeze can best be illustrated by a comparison 
of the industry’s profit margins in terms of net income per hundred 
pounds of sugar. Net income after taxes has fallen progressively 
from 4514 cents per hundred pounds of sugar for the crop year ended 
1951 to 16 cents per hundred pounds for the crop year ended 1955. 

Many factors have foined to influence adversely the operating 
results of Puerto Rican sugar mills. Among the foremost of these 
must be listed, first, the decline experienced in the proceeds realized 
from sales of sugar and molasses ; second, the rise in fixed costs, includ- 
ing taxes, resulting from crop restrictions; and, three, the increase in 
direct costs resulting from higher wage rates and social security and 
unemployment taxes incident to labor employed. 

At this point I wish to say that the sugar industry has no tax exemp- 
tion at all. It bears the severity of all the taxes. The income-tax 
law of Puerto Rico, for instnace, to some extent, is more severe than 
the Federal income tax. And I want to explain that point. 

When one of the witnesses was testifying here yesterday he was 
asked about the rates of income tax, and I don’t think he gave a very 
clear answer to that. 

Insofar as corporate taxes are concerned, the minimum tax is 20 
percent, and it goes up to 40 percent. But—and this is very impor- 
tant—there is a tax on partnerships. Under the Federal legislation, 
partnerships only make information returns to the collector of inter- 
nal revenue, and no tax is paid at all. The individual members pay 
on their income from the partnership. Here we pay the corporate 
tax on the partnership, and then the individual pays on whatever he 
gets out of his seated So in that respect the insular legislation 
is more severe than the Federal legislation. 

Insofar as individual taxes are concerned, the statement was made 
that the minimum tax was 8 percent. I think there was a mistake on 
that. The law says that it should be 7 percent, but immediately it 
goes into the surtax, and the first cent which is subject to 7 percent is 
also subject to the 5-percent tax. In other words, the minimum pay- 
ment for individuals is 12 percent, and it goes up to 79 percent. 

Furthermore, if they do finally decide what the net tax is that you 


have to pay, you have to add 5 percent under a special law which is in 
force now. 
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I wanted to give that information regarding the tax structure. 

The sugar industry of Puerto Rico, if and when it makes money, 
has to pay taxes. 

I have stated here that we have the adverse influence of taxes. 

Now we produce sugar in Puerto Rico. And it is only in the do- 
mestic area where we pay 5 cents processing tax as an excise tax in 
Puerto Rico. That is 5 cents per hundredweight of gross sugar pro- 
duced. That is another tax which is paid. 

Chairman Barven. To whom do you pay that 5 percent ? 

Mr. Garcia. To the insular government. 

The other processing tax, the Federal processing tax which is appli- 
cable to everyone who produces sugar within the domestic area, which 
is one-half cent per pound. that processing tax goes into the General 
Treasury, and then the Congress makes the oe appropriations 
for the payment of conditional payments under the provisions of 
the Sugar Ket. That is also applicable, of course, and fair enough to 
Puerto Rico, too. 

But I am referring to the processing tax which is just a local tax. 

I am giving these facts not in the spirit of pointing out that we are 
being penalized, because I do not think that this is the appropriate 
forum to claim that we are penalized. But I am just giving these 
facts to be able to give you the data on which you can arrive at the con- 
clusion at which we in the sugar industry arrive. 

Sugar is the backbone of our economy. The welfare of Puerto 
Rico depends on sugar. And we are paying a 75-cent minimum. Our 
75-cent minimum does not mean maximum. That is the minimum for 
the unskilled laborer who works 8 hours. We pay more than that. 

But in this sugar industry we have about 120,000 or 130,000 men 
working in the fields. And we have about 10,000 men working in the 
factories. ‘Those are the people who depend directly on sugar. There 
are many other industries who depend on sugar, too, but indirectly: 
foundries, gas stations, truckdrivers, transportation of every kind and 
nature. And even the license fees on trucks on which the cane is 
hauled and the sugar is hauled, the tax is high. 

Again I say this is just to give you the facts. The tax is high, and, 
consequently, we are being squeezed between the low price of sugar, 
over which we have no control, and high costs. 

In 1951, with the United States still heavily involved in the Korean 
war, Puerto Rican molasses brought on the average 21.4 cents per 
gallon f. o. b. Puerto Rican port. For the crop year just ended 
Puerto Rican molasses sold on the average for only 7.8 cents per 
gallon f. 0. b. Puerto Rican port. Based on present market appraisals, 
molasses prices will not be significantly different in 1956 than in 1955. 

A decline of even greater significance has occurred in the price of 
sugar. Here quotations on raw sugar, duty free at New York, fell 
from a high of 6.59 cents a pound for the month of June 1951 toa 
low of 5.81 cents a pound for the month of April 1955. Moreover. 
judging by price philosophies now apparently prevailing in the United 
States Department of Agriculture, there is httle prospect for any sub- 
stantial improvement in the price of sugar. 

The Puerto Rican sugar-mill operator, unlike many manufacturers, 
cannot control the price of either sugar or his molasses. The prices 
of both these commodities are determined by the forces of supply and 
demand operating in a broad economic sphere of which the Puerto 





MINIMUM WAGES FOR PUERTO RICO AND VIRGIN ISLANDS 303 


Rican industry forms only a small part. Moreover, the Puerto Rican 
sugar processor finds himself in a peculiarly unenviable competitive 
position compared to his mainland counterparts. 

In the first place, mere geographical location, with its distance from 
market and long ocean haul, absorbs a substantial part of the proceeds 
received from sugar sales. 

In this particular case I want to make it clear, so far-as sugar is con- 
cerned, it is quite different from other products hauled or transported 
from States in the West, as the Congressman from Montana was re- 
ferring to yesterday, for the simple reason that the way that sugar 
is marketed is quite different from the way in which je" fhe products 
are marketed. And at this point I believe I should make a short state- 
ment regarding this matter. 

You all know, ladies and gentlemen, that the sugar’ production is 
covered by the Sugar Act. Originally the Jones-Costigan Act, which 
was pepennet by the Congress of the United States in 1934, was de- 
clared partly unconstitutional by the Supreme Court of the United 
States. 

Congress passed a new act in 1937, and the weakness of the law 
under the scrutiny of the Supreme Court of the United States was 
rectified. And I Colieve that Congress has done a wonderful job in 
having this Sugar Act, and it has worked to the benefit of all sugar 
producers in the domestic areas, which are Puerto Rico, Hawaii, Vir- 
gin Islands, Florida, Louisiana, the mainland areas and 22 States 
which produce beet sugar. Under this, Puerto Rico and other do- 
mestic areas under the quota system can produce as much as 4,444,000 
tons of sugar. In other words, the United States—and when I say 
United States I include Puerto Rico—produces a little over 50 percent 
of the total sugar consumption of the continental United States. 

We-have a system of quotas. You know that better thanI do. And 
under this system we have a set quota which we can ship into the con- 
tinental United States. I am not saying we are exporting, but we are 
shipping to the continental United States because this is all domestic. 
And Puerto Rico sells most of its sugar on the eastern seaboard and 
maybe part on the Gulf coast. 

Now this sugar which we produce in Puerto Rico we have to ship. 
And you would be surprised when I say that in 1940 the freight cost 
per hundredweight of sugar from Puerto Rico, from any Puerto Rican 
port to the eastern seaboard, was 16 cents. The present rate is 47 
cents, exclusive of transportation of the sugar from the mills to the 
warehouse, to wait until the ship is loaded. So that the cost of haul- 
ing that sugar from the time it leaves the mill until it gets to New York 
or Philadelphia or Boston, whichever it is, is in the neighborhood of 
70 cents. Those are what we call the marketing costs of sugar. 

Now the people on the mainland do not experience those expenses. 
For instance, in your State of California, Congressman Roosevelt, you 
produce sugar. And you produce your refined sugar directly from 
beets. You sell a lot of your sugar in the State of California and in 
the neighborhood, and you do not have to pay those expenses that we 
have to pay. 

The people in Michigan produce beets, and in Nebraska and in 
7 other States. And they can sell a lot of their sugar right in their 

tates, 
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The people in Florida and Louisiana sell a lot of their sugar in the 
southern part of the country. They do try to come to the Centra] 
States, ia then there is a sort of competition between the sugar pro- 
ducers themselves. Therefore, of course, that may mean a reduction 
in the price of the refined sugar. But they ship their sugar, say, to 
Savannah, Ga., or to some of the refineries. In Louisiana they have 
a lot of refineries, too. And in Florida a mill has a refinery. Atlanta 
has a refinery. And they refine a lot of their sugar in their local 
markets. 

We do sell some sugar in the local markets, approximately 100,000 
tons. The rest, 1,800,000 tons, we have to sell in the continental United 
States, and the cost is higher. Even though we are not in competition 
with any domestic area, we have not heard any representative of other 
domestic sugar-producing areas come in here to express the fact that 
we are competing with them. They can produce cheaper than we can 
produce. They can make money at the present price of sugar, and we 
are not making money. It is not their fault; it is our fault, and we 
are trying to correct it. 

Mr. Mercaur. Would the witness mind an interruption right at this 
point? 

Mr. Garcta. No, sir. 

Mr. Mercatr, Would you repeat the cost of shipping sugar from 
Puerto Rico to New York? 

Mr. Garcra. Or Philadelphia or Baltimore. 

Mr. Mercaur. This year. 

Mr. Garcia. This year. 

The cost is 47 cents per hundredweight. 

Mr. Mercatr. 47 cents per hundredweight ? 

Mr. Garcra. Per hundredweight. That is just the freight charge. 
That does not account for the hauling of the sugar from the mill to 
the warehouse and paying for the warehouse, the stevedoring, and all 
that. That is just freight charges, 47 cents from here to New York, 
Philadelphia, or Boston. 

Mr. Metcatr. New York is the basing point for that area? 

Mr. Garcia. I beg your pardon ? 

Mr. Mercatr. New York is the sugar basing point for that area? 

Mr. Garcra. That is right. 

wt Metoatr. It is 47 cents a hundred from Puerto Rico to New 
York? 

Mr. Garcia. New York or any of those other places, just the same. 

Now, of course, we recognize that Puerto Rico, insofar as the mills 
are concerned, is highly mechanized. We believe that we have good 
mills. We believe that we have as good mills as other places have. 
That does not mean that others do not have better mills than the best 
that we have. But on a general average we are on a standard or maybe 
above some standards. 

Now you might ask me—and I want to venture going ahead—and 
say “Well, in Puerto Rico you pay a minimum of 75 cents. Maybe 
other people pay more than 75 cents. So why can’t you? You are 
mechanized.” 

The answer is this: Puerto Rico is a community which is dependent 
mostly on sugar. I can say that 50 or 55 percent of the total shipping 
from Puerto Rico to the continental United States is represented by 
sugar and sugar products. And I can say that from 50 to 60 percent of 
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the total income on sugar, including conditional payments, goes for 
labor. 

Now, in spite of that, why is it that we cannot pay $1, and why is it 
that we believe that it was a very good thing for Congress to amend 
the Fair Labor Standards Act the way it did during the last session 
of Congress ? 

Well, in Puerto Rico we pay to the grower a lot more than any other 
area. For instance, Louisiana pays 63.8 percent of the sugar used to 
the grower. In other words, the grower brings the cane into the mill, 
the mill processes it, and, out of every hundred pounds of sugar pro- 
duced, Louisiana pays 63.8 percent or 63.8 pounds of sugar for every 
100 pounds of sugar which the individual can produce. There are 
individual tests and every grower is paid on the basis of the amount of 
sugar that this individual can produce. In Hawaii they pay 55.3 per- 
cent. Puerto Rico pays 65.7 percent. Cuba pays 52.4 percent. There- 
fore, although we are well mechanized, although we have a well organ- 
ized industry, although we have a lot of talent in our industry, yet we 
have to give up our efficiency in order to take care of inefficient agricul- 
tural or field production. 

Now that also has an explanation. Puerto Rico, as has been ex- 
plained here, is a poor community, and we depend mostly on agricul- 
ture. We have no natural products. We have no oil, we have no alu- 
minum, we have no iron; we haven’t got anything except agriculture 
products and the efforts that each and everyone here is putting forth 
to develop the industry in the island of Puerto Rico. 

Well, we do have a lot of collective bargaining. And I believe in 
strong unions. We believe in strong unions. And when I say “we” 
I mean the sugar association. We believe in strong unions, and we 
believe in collective bargaining. We believe in strong unions because 
strong unions will abide by their contracts, and they will get from us 
everything that we can pay them. And we are willing to pay them 
everything that we can. 

On the other hand, we have complied with our contracts fully. 

Puerto Rico, with this big labor force in agriculture, needs—and 
the records of the Department of Agriculture so state—about 120,000 
or 130,000 men to saciid an amount of sugar which is more or less the 
same amount of sugar produced by the Territory of Hawaii. Yet 
Hawaii spends one-tenth of the number of men in producing that 
sugar. 

The explanation is that they have mechanization in the fields. We 
do not have it. They have mechanization in the mills. We do have it. 

Therefore, whatever the efficiency of the mill in Louisiana, in 
Hawaii, or the efficiency of the mills in the mainland and beet areas, 
it is not lost in the inefficiency of the field operations. We pay for 
those inefficiencies. 

Now that is something which is done not only in the due course of 
business but that is something which is done under the provisions of 
the Sugar Act of Puerto Rico, which is an insular law which regu- 
lates the regulations between grower and processor. We all realize, 
the government realizes too, and some of the leaders of the labor unions 
and some of the labor union people realize that we either mechanize or 
we are lost. We are out of business. 

Now, of course, you cannot mechanize overnight. We have been 
trying to convince the people that mechanization is necessary in the 
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fields if they don’t want to go out of business. Because even with all 
that we are paying the grower, the grower is in no position to increase 
wages. Of course, that has no bearing with this committee, but I am 
referring to it insofar as it has some reflection on the explana- 
tion of the facts I am stating here. 

To that effect and according to the Sugar Act of 1948, as amended, 
the Secretary of Agriculture of the United States holds hearings in 
Puerto Rico every year to set not only the wages that should be paid 
in the agricultural end of the industry but also to establish fair prices 
for the growers for their cane. 

Title 2 of the Sugar Act of 1948, as amended, section 201, provides 
that: 


The Secretary— 


that is the Secretary of Agriculture— 
shall determine for each calendar year, beginning with the calendar year 1948—~ 


And so on and so forth, which is the estimate of consumption for con- 
tinental United States— 


And in order that such determinations shall be made so as to protect the 
welfare of consumers and of those engaged in the domestic sugar industry by 
providing such supply of sugar as will be consumed at prices which will not be 
excessive to consumers and which will fairly and equitably maintain and protect 
the welfare of the domestic sugar industry, the Secretary, in making any such 
determination, in addition to the consumption, inventory, population, and de- 
mand factors above specified and the level and trend of consumer purchasing 
power, shall take into consideration the relationship betwen the prices at whole- 
sale for refined sugar that would result from such determination and the general 
cost of living in the United States as compared with the relationship with prices 
at wholesale for refined sugar and the general cost of living in the United States 
obtaining during 1947, prior to the termination of the price control of sugar as 
indicated by the Consumer Price Index as published by the Bureau of Labor 
Statistics of the Department of Labor. 


And in compliance therewith, of course, the Secretary of Labor— 
the Secretary of Agriculture has to determine what that is. The Sec- 
retary of Agriculture has to hold hearings in order to determine what 
those fair prices are in compliance with section 201 of the Sugar Act 
of 1948, as amended. 

Now in making these wage-rate determinations for Puerto Rico for 
ro anys 1955 the Secretary of Agriculture, after setting the wages, 
said : 


STATEMENT OF Basis AND CONSIDERATION 


GENERAL 


The foregoing determination provides fair and reasonable wage rates which 
a producer must pay, and a minimum for work performed by persons employed 
on the farm in the production, cultivation, or harvesting of sugarcane in Puerto 
Rico during the calendar year 1955 as one of the conditions for payment under 
the act. 


A public hearing was held at San Juan, P. R., on October 21 and 22, 1954— 

Chairman Barven. Let me get straight on that. 

Mr. Garcia. Yes, sir. 

Chairman Barpen. Is that the Federal law? 

Mr. Garcia. That is correct, sir. 

Chairman Barpven. You mean there is a provision in the Sugar Act 
for the Secretary of Labor to determine the fair wages ? 
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Mr. Garcia. The Secretary of Agriculture of the United States. 

Chairman Barpen. Did you not say “and the Secretary of Labor”? 

Mr. Garcia. The Secretary of Agriculture has to make the de- 
termination. 

Chairman Barpen. Of wages? 

Mr. Garcia, Of wages in the agricultural endeavors in the sugar 
industry of Puerto Rico, just as they do in Louisiana and Florida 
and the 22 beet States, and Hawaii, the Virgin Islands, and Puerto 
Rico. He does that under the provisions of the Sugar Act of 1948, 
and that has been the provision ever since the 1937 Sugar Act. 

Chairman Barpen. I am not questioning that. I just wanted to 
know if I heard you say the Secretary of Labor and the Secretary of 
Agriculture? 

Mr. Garcia. No. The only thing is that he takes, in determining 
the estimate of consumption, into consideration the reports made by the 
Secretary of Labor as to certain statistics. That is all. But the au- 
thority to do that is vested in the Secretary of Agriculture. 

I will read it again, if you don’t mind. It says: 

* * * shall take into consideration the relationship between the prices at whole- 
sale for refined sugar that would result from such determination and the general 
cost of living in the United States as compared with the relationship with prices 
at wholesale for refined sugar and the general cost of living in the United States 
obtaining during 1947, prior to the termination of the price control of sugar as 
indicated by the Consumer Price Index as published by the Bureau of Labor 
Statistics of the Department of Labor. 

Chairman Barpen. I see the connection now. 

But this is the first I had heard about the Secretary of Agriculture 
having authority to fix wages for handling sugarcane. 

Mr. Garcia. Yes, that is a fact because if a grower wants to get 
the conditional payment provided for in the act he has to comply with 
certain conditions. And then the Secretary of Agriculture, under the 
provisions of the-—— 

Chairman Barpen. I have got that. 

Does he make the investigation and the study himself? Or does he 
call on the Labor Department to do it? 

Mr. Garora. No, no. The Secretary of Agriculture himself makes 
the study. He appoints—— 

Chairman Barpen. How did the Secretary of Labor ever let him 
pinch off that part of his jurisdiction ? 

Mr. Garcta. That is something which is beyond the authority of 
the Secretary of Labor because it is a law of Congress, and he is 
supposed to do it. 

Chairman Barpen. It was beyond the Secretary of Agriculture 
until they gave him authority. 

Mr. Garcta. The authority was given to the Secretary of Agri- 
culture by the supreme law of the land, by Congress. 

Chairman Barpen. I understand that. But it is interesting to me, 
especially as close as I have been to both labor and agriculture, to 
sit here and find out that the Secretary of Agriculture fixes the labor 
price in the sugarcane fields. 

Mr. Garcia. Yes, sir, he fixes the minimum. 

Chairman Barpen. That is one more thing I have learned by com- 
ing to Puerto Rico. 
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Mr. Garcta. It is as a condition precedent, Mr. Chairman, to the 
grower receiving the conditional payment provided for under the 
Sugar Act. 

Of course, those are basic wages, and that has to do only with 
agricultural phases of it—not the mills. The mills are governed by 
the Fair Labor Standards Act and collective bargaining. ; 

Chairman Barpen. I have it now. 

Mr. Garcta. Mere geographical location, with its distance from 
market and long ocean haul, absorbs a sustantial part of the proceeds 
received from sugar sales. Cane-sugar producers in the mainland 
sustain no comparable cost. Furthermore, these charges to the Puerto 
Rican operator are constantly increasing. Ocean freight rates alone 
have risen from 42 cents to 47 cents a hundred pounds since late in 
1951. As a matter of fact, it has gone from 16 cents in 1940 to 47 
cents in 1955. 

Another factor adversely influencing the operating margin of the 
Puerto Rican sugar mill is the high rate of payment required to be 
made for growers’ cane. Because of its exceedingly high labor re- 
quirements relative to other areas, sugarcane culture in Puerto Rico 
is a high-cost operation. Accordingly, in order to permit growers to 
remain in production, Puerto Rican processors have been forced to 
pay an increasingly large share of the proceeds received from sugar 
and molasses in settlement for purchased cane. As a result, the 
sugar-processing industry of Puerto Rico pays relatively more for 
growers’ cane than does any other domestic producing area and Cuba. 


Payment for cane to growers by mills 


Percent Percent 
63.8 | Puerto Rico 
55.3 | Cuba 

The figures for Louisiana, Hawaii, and Cuba represent the year 
1954. For Puerto Rico the year is 1955. I believe the same thing 
applies for Hawaii and Cuba, for the year 1955. 

It is evident from the above that a rigid legislative increase in the 
minimum wage for Puerto Rico would certainly hit hard on the 
sugar industry and on the Puerto Rican economy. On the other 
hand, we see no objection in that special industry committees from 
time to time determine, on the basis of facts, what increase in wage 
is justified under the then prevailing conditions. 

We are all aware of the critical situation of the sugar industry. 
This situation may change. And if such be the case, we have no objec- 
tion in that the special industry committees proceed accordingly. 

It is not amiss to say that the above is without prejudice of col- 
lective bargaining, where both employer and labor are in a position 
to present the situation to each other and set wages beyond those 
established by the industry committees should financial conditions 
justify such increases. 

At this point I wish to say, although it is not so much affecting the 
sugar industry, that when we talk of the minimum wage in Puerto 
Rico it is something different from when we talk of the minimum 
wage in the continental United States. 

When Congress set the 75-cent minimum wage, or when it increased 
the minimum wage to a dollar, Congress was setting a wage which 
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was well below the then prevailing wages in the continental United 
States. When Congress sets 75 cents or a dollar for Puerto Rico, 75 
cents might be the highest wage that Puerto Rico can afford to pay, 
or a given industry can afford to pay, or it may be a dollar. So there 
is quite a difference. 

When Congress fixes 75 cents in the law as the minimum wage for 
the continent, it is not hitting hard on industry because, with the ex- 
ception of parts of the South and certain sections of the country, in- 
dustry as a whole is paying wages higher than 75 cents or higher than 
a dollar. 

But when it sets the same standards for Puerto Rico, with an econ- 
omy quite different from the economy of the States—and we look every 
year toward having the same kind of economy—it certainly hits hard 
on the industry here. 

I am saying all these things because I believe that it was the wisest 
thing Congress could do to delegate in these special industry commit- 
tees the authority to decide on the basis of the facts. I myself was 
a member of one of these industry committees, representing industry. 
And I realize that the way in which the committees were set up under 
the old law was such that they could not do the efficient work that they 
can now do under the present law. I think the law has certainly been 
improved without doing away with the principle that we can have 
labor, we can have the employers, and we can have the representatives 
of the public, who are supposed to be disinterested parties, to weigh the 
evidence, hear the facts, and make a determination on the basis of 
the facts without causing undue unemployment and without causing 
unnecessary and unfair competition vith the mainland producers, 
manufacturers, or industrialists. 

I say again we have not heard anyone from the domestic area come 
here and say Puerto Rico is competing. We are not competing with 
anybody. e cannot compete because the domestic areas produce a 
little over 50 percent of the total sugar consumption. We do have to 
compete with foreign areas such as Cuba, who gives only 521% 
cents. We have to compete with Santo Domingo, which pays a daily 
average wage of 75 cents in the field, and pays about $2 as the highest 
wage for the mill per day. Here in Puerto Rico we pay a minimum 
of $6 to the unskilled laborer in the mill. The man who sweeps the 
floor, who has nothing to think about, gets $6. They all make more, 
$1, $1.25, $1.30, according to their ability and their skill. 

Furthermore, whenever increases are made by legislative fiat, if a 
man in making, say 50 cents and the minimum is set for 75, and you 
raise that unskilled man who was getting 50 to 75 cents, you necessarily 
have to raise the skilled man who was making 80. You have to pay 
him the differential. 

So the squeeze is tighter and tighter on the industry. It grows 
tighter whenever those increases are made by legislation. And that is 
why I believe that it could be handled to a certain level by the industry 
committee, and when we reach the maximum let collective bargaining 
take care of it. 

We have unions. We have the CIO or, rather, the sugar syndicate, 
which is affiliated with the CIO, and we have the Puerto Rican Fed- 
eration of Labor, and we have the American Federation of Labor 
here. They deal with sugar. And we have our collective bargaining. 
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Sometimes we are in a long process of bargaining, We reach an agree- 
ment sometimes, and sometimes we have strikes, But that is the 
natural way to handle these matters, in a friendly, respectable, and 
businesslike way. : 

I reiterate that the position of the sugar industry is that the special 
committee proceedings are the proper way to face this problem, This 
is the only industry which is paying the minimum wage in Puerto 
Rico, the 75 cents, and this is the industry which is coming to you to 
say that it was, in my opinion, a very intelligent and a proper way to 
handle this situation. And I want to thank and congratulate you 
Congressmen because you were the people in the branch of the Con- 
gress who insisted that it was the proper way to do it. And I believe 
that it isthe proper way to handle it. 

That is all. ; 

Thank you, Mr. Chairman and members of the committee. 

I will be very glad to answer any questions. 

Chairman Barpen. Mr. Roosevelt ? 

Mr. Roosrvettr. No questions. 

Chairman Barpen. General Smith ? 

Mr. Smiru. No questions. 

Chairman Barpen. Mr. Coon? 

Mr. Coon. Noquestions. 

Chairman Barpen. Mr Bosch? 

Mr. Boscu. No questions. 

Chairman Barpen. Mrs, Green ¢ 

Mrs. Green. Ihave no questions. 

Mr. Mercaur. J have already asked my question, Mr. Chairman, 

Chairman Barpen. I have one question, and you can answer it 
briefly because we have to be getting along. 

Mr. Garcia. I am sorry. 

Chairman Barpen. There was a statement made here that for every 
dollar paid in wages, industry made 90 cents net profit; is that a 
correct statement ? 

Mr. Garcia. Not quite. 

Chairman Barpen, I will extend to you [indicating Mr. Stern- 
back] the privilege of correcting it. 

Mr. Srernzeack. The statement was that with each private sector 
in business, in the figures given 

Chairman Barpen. It was not that long, I know. 

Mr. Srernpack. It was that for every dollar of wages and salaries 
morn in those figures the private sector shows 90 cents of profit, net 
proht. 

Chairman Barven, I asked you, and I think the record will disclose 
it, if you meant to say that for every dollar paid in wages that the 
industry makes 90 cents profit. 

Your answer was, “Yes.” 

Mr. Srernpack. You are taking it out of context, Mr. Chairman. 
Iam sorry. 

I quoted a set of figures which showed income of the private sector 
of business. There are two figures I took. One showed wages and sal- 
aries, and the other showed net profit. 

Chairman Barpen. I will not pursue it further. The record is 
already clear on what the figures actually include. . 
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Mr. Garcra. May I answer the question because it is most perti- 
nent? I will do it in a very short time. 

The situation is this: In the sugar industry we are not making 
money... And you have the evidence. In many cases the return is less 
than 2 percent on invested capital. 

I invite the committee to check the records of the Security and Ex- 
change Commission of the United States where some of the sugar 
plants are listed, and you can find the facts which are recorded with 
the Securities and Exchange Commission. 

Insofar as sugar is concerned, I say “No.” And with respect to 99 
or 999% oo iow of the rest of the are, I say the answer is “No.” 

It may happen in one industry. But the exception just confirms 
the rule. It may be one of these new industries which came with a 
little money and made a lot of money. But that is not the case and 
cannot be taken as a basis for consideration in the action of Congress. 

Chairman Barpen. Thank you, sir, very much. 

I would like to see how many witnesses we have to finish. 

Assuming this is 3 p. m. in the afternoon, I believe we have next 
Mr. Nicolas Nogueras Rivera ; is he present ? 

Mr. Nocurras. Yes. 

Chairman Barpen. And is.Mr. Moreno present? The president of 
the International Longshoremen’s Association ? 

(There was no response. ) 

Chairman Barpen. Is Mr. Francisco Colon Gordiany present ? 

(There was no response. ) 

Chairman Barpen. Mr. Adolfo Martinez ? 

(There was no response. ) 

Chairman Barven. Mr. Juan Gonzales Moldonado ? 

Mr. Gonzates. Here. 

Chairman Barpven. I am just trying to take inventory. 

Mr. Nogueras, I believe you were first. 

I shall not press you gentlemen too much for time, but I hope you 
will, insofar as possible, be considerate of our schedule. 


STATEMENT OF NICHOLAS NOGUERAS RIVERA, PRESIDENT, 
PUERTO RICO FREE FEDERATION OF LABOR, ACCOMPANIED BY 
DAVID MEDINA, LIBERTAD G. PANTOJAS, DIGNA JIMENEZ, JOSE 
M. URRUTIA, LUIS ANGEL DENIS, BENIGNO ORTIZ, RAMON 
SANTANA, VICENTE MINEZ, IRENE TORRES RESTO, MARTIN 
BELTRAN, GULLERMO RIVERA VEGA, JESUS SANCHES RIOS, 
VICTOR BARRETO, JAIME RAMIREZ, LINCOLN OCASIO, AND 
CLEMENTE SANCHEZ 


Mr. Noeurras. Mr. Chairman and distinguished members of the 
Education and Labor Committee, I have here, for the record, the 
names of all of the brothers and sisters that belong to the industrial 
activities, and some of which are members of our executive council in 
the Puerto Rico Free Federation of Labor. This covers agricultural 
workers, factory workers, sugarcane fields, and in the mills, and the 
brassiere industry, the garment workers, the bread industry, trans- 
portation, telephone employees, and the mills belonging to the Land 
Authority of Puerto Rico. 
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To the honorable House Committee on Education and Labor, dis- 
tinguished lady, and gentlemen of the United States Congress, I have 
the honor and privilege to appear before this committee on behalf of 
the Puerto Rico Free Federation of Labor, pioneer of the organized 
labor movement in this island, and founded by the great leader San- 
tiago Iglesias, the year 1899. 

_ Our organization, a free, democratic, and loyal American institu- 
tion, has contractual labor-management relationships in the sugar 
industry covering seven sugar mills, that is, Cambalache and Plazuela 
owned by the Land Authority of Puerto Rico, located at Arecibo and 
Barceloneta, and the privately owned mills Cooperativa Azucarera 
Los Canos at Arecibo, San Vicente at Vega Baja, Plata Sugar at San 
Sebastian, Coloso at Aguada, and Soller at Camuy. It also covers 
thousands of workers in the agricultural field, including farms under 
the profit-sharing plan of the land authority at Arecibo, Barceloneta, 
Naguabo, Fajardo, and the island of Vieques. 

Our organization has also collective-bargaining agreements in the 
following industries: Communications, rum, bread and confection- 
eries, foundry, building trades, hair net, gloves, textiles, needlework, 
mattresses, beverages, electric appliances, refrigeration, elevators, to- 
bacco stripping, ice cream, and some other industries. 

Complying with resolutions unanimously adopted and ratified by 
the executive council of our Free Federation, and in joined meetings 
of said organization with officers and leaders of the affiliated locals 
and insular unions, I am urging from you, ladies and gentlemen of 
the Committee on Education and Labor, to recommend to the United 
States Congress the approval of amendments to the Fair Labor Stand- 
ards Act of 1938, as amended, to the effect of eliminating any kind 
of discrimination against Puerto Rican labor, placing us in equal 
footing with our fellow American citizens on the mainland. 

We respectfully urge and demand that a minimum hourly rate of 
$1 should be extended also to this American territory inhabited by 
over 214 million American citizens entitled to the American way of life. 

We also demand that the law be amended to assure a regular work- 
week of 40 hours to be applied to the sugar industry in Puerto Rico 
throughout the year and not only to the so-called dead season. 

During the grinding season the sugar industry has the privilege 
to work 56 hours during the workweek, being obliged to pay extra 
wages after 48 hours of work during the week. The fixing of a 40- 
hour workweek uniformly during the year will result in the employ- 
ment of more workers during the grinding season and as an incentive 
toward retaining the labor force in the industry. 

If this honorable Committee on Education and Labor, in its find- 
ings, reaches the conclusion that a segment of the industry in general in 
Puerto Rico covered by the act could not immediately afford to pay 
the $1 hourly minimum rate, our organization is willing to accept the 
application of the increase granted by law to be applied on the main- 
land so that the same percentage of increase be applicable to Puerto 
Rico and be enforced just at the same time as the hourly rate of $1 
on the mainland. In that case we expect new adjustments within a 
reasonable period of time so that the gap between local wages and 
continental ones should not continue expanding and creating un- 
American social and economic conditions in Puerto Rico. 
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Perhaps it will be of some help to this committee in its research 
work and investigations carried on during this short period, the fol- 
lowing data and information. : 

In our collective-bargaining agreements with employers in the 
sugar industry and through peaceful negotiations, we got the 75-cent 
minimum in 1953 retrocative January 1 of the same year when the 
Administrator of the Wage and Hour Division and Public Contracts 
adopted the recommendations of industry committee No. 12 putting 
into effect the minimum of 75 cents on March 2. On November 24, 
1954, we negotiated a collective agreement with the sugar mill, San 
Vincente, Inc., fixing a minimum of 77 cents for the lowest bracket 
during 1955, and a minimum of 80 cents an hour for the same bracket 
for the year 1956. This means that we have achieved already 80 cents 
as Minimum in this sugar mill that is one of the most important in the 
northern part of the island. ’ 

You will have the opportunity to go over the different wage rates in 
the different classifications of work incorporated in the agreements 
with the seven sugar mills which have negotiated with us during many 
years. I am offering this committee copies of my book about collective- 
bargaining agreements in the sugar industry of Puerto Rico, published 
on April 25, 1955, which incorporates the 7 agreements with the 7 
mills mentioned. 

I am sorry it isin Spanish. Anyway, I am going to hand copies to 
each member of the committee. 

There is a clause that has been constantly included in our agreements 
since 1942 when I drafted the same and was accepted by the employers 
and which reads as follows (translation is mine) : 

In case the United States Congress or the Legislative Assembly of Puerto Rice 
or the Minimum Wage Board of Puerto Rico or any other organization authorized 
to do so fixes wage rates or labor conditions superior to those here established said 
wage rates and labor conditions that are superior will automatically be incorpo- 
rated in this agreement and will be effective during the life of the same. 

This clause, as the agreements negotiated and signed in good faith 
by employers and our affiliated locals, indicates that employers in the 
sugar Industry are willing to accept the action that may be taken by 
the United States Congress raising minimum hourly rate and improy- 
ing labor conditions. Thus, we have sound reasons to think that an 
increase of 25 cents over the prevailing minimum and the fixing of a 
uniform ragular workweek of 40 hours will not be challenged by em- 
ployers. You will have the opportunity to check said clause on pages 
1, 60, 66, 71, 76, 82, and 86 in the article of general provisions, on 
section (a) of each agreement. 

In the rum industry, where now prevails a minimum of 75 cents an 
hour, we got 80 cents as minimum in the agreement with the Bacardi 
( _ This applies to the employees in the lowest bracket. 

Through peaceful collective agreement we got the 75-cent. minimum 
in the foundry industry which was effective since June 26, 1954, 1 
year in advance of the minimum fixed by the Federal Wage and Hour 
Division. This wage rate covers employees in the lowest bracket also. 

In the bread industry, in which the product is elaborated with flour, 
lard, yeast, shortening, that come in the interstate commerce and the 
position of which industry in, connection with the application of the 
Fair Labor Standards Act to Puerto Rico.should be specifically clari- 
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fied to the effect of including the employees within the protection of the 
act, we have achieved minimum-wage rates of 90 cents, 95 cents, and 
$1.05 per hour for the master bakers, in almost all the agreements 
negotiated in the bakeries doing business in more than 50 towns and 
cities in Puerto Rico. 

In other industries, as mattresses, textile, transportation, the mini- 
mum of 75 cents is also established for the lowest bracket. 

In the All America Cable & Radio our affiliated local has achieved 
minimum wages ranking from $140 to $320 monthly and maximums 
from $150 to $350 monthly with a retroactivity of more than 1 year 
with wage increases ranging from $10 up to $40 monthly and some 
further increases as special allowances also with retroactivity of over 
1 year. 

‘Notwithstanding the extraordinary efforts by our organization to 
achieve the highest minimum-wage rates and the best labor condi- 
tions for the working people in the aforementioned industries in 
Puerto Rico, we are conscious of the unescapable reality of being a 
considerable distance from the average wage rates and minimum 
hourly rates achieved by the American labor movement in continental 
United States. 

Perhaps we should not be penalized by those economists who have 
entered in research work in Puerto Rico simply by stating that labor 
standards have not been improved because the organized labor move- 
ment is to weak. At least the Puerto Rico Free Federation of Labor 
has compiled and is complying with its duty, enhancing through col- 
lective-bargaining agreements the social, economic, and political labor 
conditions. 

We have been constantly urging from the local legislature and from 
the United States Congress the enactment of laws toward increasing 
wages, improving labor conditions, and granting complete social secu- 
rity to our people while we have been constantly and progressively 
bettering the general living conditions of our working people through 
constructive work, keeping industrial peace and labor-management 
relationships based on mutual understanding and intelligent approach. 

We have been constantly facing the difficulties arising from differ- 
ent pressing factors. 

Being loyal to our Nation and its democratic form of government 
and to its free institutions and its flag cherished by us as the glorious 
emblem of our citizenship of which we are really proud, our Free 
Federation has been the target of Communists and subversive people 
and of the enemies of our Nation, the United States of America. 

But our institution has proved once and again that is one and indi- 
visible, a loyal bastion of American democracy in this Caribbean fron- 
tier of the United States. 

Our bylaws and constitution make it incompatible to be a member of 
our federation and at the same time be a Communist or a member of 
any subversive group that may intend to destroy the government of 
Puerto Rico or of the United States by force. We have not a single 
Communist in our membership. 

We have encountered the high cost of living, the passiveness of the 
wage boards which have been too slow in fixing wages, the too con- 
servative attitude of some employers, the obnoxious propaganda of 
professional politicians and the laissez-faire policy of the United 
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States Congress developed during some periods toward this American 
territory of Puerto Rico. 

In 1938 the Fair Labor Standards Act was extended to Puerto Rico 
without discrimination. Although we did our best to get ourselves 
and the working people acquainted with the law and objectives pur- 
sued by Congress, Puerto Rican labor was practically unaware of the 
real significance of the act. And, besides, the machinery installed to 
carry on, the purpose of the law in Puerto Rico gave the impression 
to our people that it was an agency of the needlework industry and of 
employers. And Congress completed the job, amending the law in 
1940, 

And why the minimum lagged in Puerto Rico? 

The gap between local wages and mainland rates expanded grad- 
ually and the wage differential of 44 cents in 1939 raised to $1.31 in 
October 1954. And it seems easier to blame organized labor and 
— in Puerto Rico for the disastrous situation created. 

The declaration of policy of the Fair Labor Standards Act of 1938, 
as amended, says that Congress finds that the existence in industries 
engaged in commerce as defined by the act or in the production of goods 
for commerce, of labor conditions detrimental to the maintenance of 
the minimum standards of living necessary for health, efficiency, and 
general well-being of workers (1) cause commerce and the channels 
and instrumentalities of commerce to be used to spread and perpetu- 
ate such labor conditions among the workers in the several States. 
And State, as defined by the act, means any State of the United States 
or the District of Columbia or any Territory or possession of the 
United States. Puerto Rico is a Territory of the United States. 

How can efficiency be achieved with the existence of labor conditions 
detrimental to the maintenance of the minimum standards of living 
necessary to reach said efficiency ¢ 

But some employers adduce the argument that they cannot pay 
wages because employees are not as efficient as fellow workers on the 
mainland. 

The declaration of policy made by Congress clearly expresses that 
there should be no labor conditions detrimental to the maintenance of 
minimum standards of living necessary for the general well-being of 
workers, health, and efficiency. Congress declares, furthermore, that 
it is the policy of the act to correct, and, as rapidly as practicable, to 
eliminate the conditions above referred to in such industries without 
substantially curtailing employment or earning power. 

It seems to us that the increasing of wages as it has been done in 
America has stimulated the strengthening of the economy of the 
Nation. 

It has been advanced by Government publications that an annual 
income of over $4,000 is necessary to keep the minimum standard of 
living of a family of 4. When are Puerto Rican workers going to 
reach at least half of the minimum living standards if wages are not 
increased by Congress in line with its declaration of policy in the act? 

Thousands and thousands of workers and their families live on one 
meal daily, having no milk nor meat for the children and having poor 
clothing and shelter. And they are American citizens loyal to the 
Nation and to Old Glory. The existence of these labor conditions 
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give place to social-economic problems of varying nature and com- 
plexity. 

It is very significant that public and private employers accept with- 
out any objections all kinds of grants in aids, benefit payments, al- 
lowances for highways, for improving health conditions, for vocational 
training, for granting loans, for housing projects, et cetera. 

But they vigorously oppose any legislation toward increasing the 
purchasing power of the toiling masses of Puerto Rico. 

We have the advantage of our free trade as part of the Union with 
some special privileges which have not been seriously questioned b 
us. We should try to keep these privileged conditions with loyalty 
and gratitude. But the opportunities created and granted by our 
Nation are for the pursuit of happiness and prosperity for everybody. 

We are conscious of the fact that the minimum of $1 fixed in the 
. act is to assure the protection to the group of workers having the 
weakest purchasing power in the industrial life of the Nation. It 
should be very noticeable that we are asking to be put in this bracket 
to assure minimum living standards for the workers of Puerto Rico 
who are also American citizens. 

In closing this memorandum, I respectfully call the attention to 
the distinguished members of this Committee on Education and Labor 
to the fact that we have over 200,000 children of school age without 
having the opportunity to receive education. Although combined 
efforts of the local and Federal Governments have improved to a 
great extent the school facilities, we still need the assistance of Con- 
gress to develop more vocational schools, to build thousands of school- 
rooms and provide them with proper equipment, to increase the pay- 
ment of salaries of the teachers, to carry on a vast program for the 
teaching of the English language, and develop the corresponding edu- 
cational and health projects and enlarge the facilities of the lunch- 
rooms in the urban and rural zones of the islands. 

On behalf of the Puerto Rico Free Federation and Labor and the 
working people of Puerto Rico, I thank you all for the interest you 
have shown toward improving the economic and social conditions 
of Puerto Rico and the living standards of our toiling masses in this 
American territory. 

I am not going to read this unless I am ordered to do so, but this 
is a statement of policy that has been airmailed to your committee some 
weeks ago. It was approved by our executive council, and deals with 
the same substance. 

Chairman Barpen. You want to file this? 

Mr. Nocurras. Yes, sir; if you please. 

(The document referred to follows :) 


STATEMENT OF POLICY BY THE PueRTO Rico FREE FEDERATION OF LABOR 


This formal announcement made by the Puerto Rico Free Federation of Labor, 
San Juan, was unanimously adopted at a joint meeting of the executive council 
of the Puerto ‘Rico Free Federation of Labor and leaders of said organization, 
held on June 19, 1955, under the chairmanship of Mr. Nicol4s Nogueras Rivera. 

In the face of the events that have arisen due to the proposed amendments to 
the Fair Labor Standards Act, now under serious consideration by the United 
States Congress, which, if adopted, would affect the standards of living of thou- 
sands of Puerto Rican workers who are American citizens, and which would 
affect also the economic and social development of the island which finds its 
expression within the American sphere of influence, the Puerto Rico Free Feder- 
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tion of Labor, forerunner of the organized labor movement in our island and 
responsible for the most human and effective social, economic, and political 
revindications of the working classes for a period of over 58 years of institutional 
life of sacrifices, abnegations, honesty, and irrevocable firmness, is of the opinion 
that the moment has arisen after serious, reflexive, and careful consideration 
by its supreme executive organism and leaders from the island, to make this 
formal statement of policy to our people, to the Congress of the United States, 
and to the administration. 

When the Congress of the United States had originally under its consideration 
in the year 1938 the bill of the Fair Labor Standards Act, our organization was 
the first and the only one to lend its wholehearted support and insisted that if 
said statute was to be approved, same should be made extensive to Puerto Rico 
without discrimination. 

The bill was enacted into law and is known as the wage-and-hour law. It was 
made applicable to Puerto Rico on the same basis as in continental United States. 
Santiago Iglesias Pantin, founder of our institution, while being president of 
the same and also Resident Commissioner of Puerto Rico in Washington directed 
all his efforts toward the extension of said statute to Puerto Rico without any 
sort of discrimination and was delighted at the extraordinary success achieved. 

Since 1988 up to 1940 the wages-and-hours law was applied to Puerto Rico just 
exactly as it was in continental United States. But in 1940 the reactionary 
forces, with the most vigorous opposition on the part of the Puerto Rico Free 
Federation of Labor, were successful in persuading the Congress of the United 
States to commit the error of amending the law, placing the Puerto Rican 
worker and those of the Virgin Islands (United States) in the same level of 
discrimination and injustice, thus snatching from them an achievement that the 
Congress of the United States had recognized to them. The amendment to the 
statute was made under the promise of applying the same only to the needlework 
industry—which constituted a deceit and a plain and manifest mockery later 
evidenced by the application of this law to all the industries of Puerto Rico. 
The Puerto Rico Free Federation of Labor vigorously protested this attempt 
against the workers. 

In 1941 our country was compelled to enter into a global war and as a conse- 
quence the cost of living skyrocketed, thus giving margin to speculators to enter 
the black market and enhance the already high cost of living to such a point 
that hunger, pain, and misery made themselves dreadfully felt in all the homes 
of the workers in Puerto Rico. 

Once the war was over there was no peace economy in the island of Puerto 
Rico and the high prices that prevailed for food products were made permanent. 
The increases in salaries and wages were inadequate in view of the strangling 
inflation on articles of vital importance in the workers’ homes. 

Then came the undeclared Korean war, the index in the high cost of living 
kept on rising in the Nation and in the Territory of Puerto Rico; the salaries 
and wages of the American (continental) worker kept on rising to high levels, and 
at the same time, the costs of production in the supplying market and the Puerto 
Rican consumers—in its majority workers of scant income—were compelled to 
pay in the articles and products consumed, the increases in the costs of produc- 
tion by reason of the increases in the salaries paid to the continental workers. 

In the face of the vigorous clamor of the Puerto Rico Free Federation of 
Labor a Subcommittee on Education and Labor of the House of Representatives 
of the United States arrived in the island with the principal object of studying 
the standards of living of the Puerto Rican worker. Our organization sub- 
mitted to the consideration of said committee an extensive memorandum out- 
lining to them the situation of the workers and earnestly requesting the elimina- 
tion by Congress of the discrimination against Puerto Rico and the Virgin 
Islands maintained in the law and urging the application of the minimum of 
75 cents an hour to Puerto Rico. 

We would like to remind the reader—and for the benefit of those who may 
have forgotten the facts that at Conference on Legislation of Labor sponsored 
by the Department of Labor of the United States, that the delegates of the 
Puerto Rico Free Federation of Labor were successful in obtaining that the 
Conference in plenary session, by unanimous vote and the vigorous applause 
approved the special report which was submitted by the Committee on Resolu- 
tions which incorporated the demand of a minimum salary or wage of $1 per 
hour, which would be made extensive to all the Territories under the American 
flag. In like manner we would like to remind the reader that the protest which 
arose in Puerto Rico on the part of all the vested interests—without forgetting 
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that even some so-called labor leaders publicly pronounced themselves against 
the resolution or agreement of the Conference, which was held in Washington, 
composed by officers from the Department of Labor of the United States of the 
American Union and delegates from the various labor organizations of the 
United. States. 

When the Puerto Rico Free Federation of Labor insisted once and again on 
the extension to our island of the minimum 75 cents per hour, the paid or gratui- 
tous reactionaries or their agents thundered against the demand, among whom 
there were equally so-called labor leaders, improvised creatures on the part of 
the political professionalism of the island. Nevertheless, the minimum wage of 
7 cents per hour is now in force in many industries in Puerto Rico without 
compelling the closing down of any factory or having altered in any way its 
progressive rhythm. 

Resting on its history of firmness and honesty and in the face of the situation 
which has been created and attitudes assumed by public and private enterprises 
and in the face of the real fact:of a congressional action, the Puerto Rico Free 
Federation of Labor, responding to its history, its program and constructive labor 
policy, to promote the general welfare of our people, states as follows: 

1. That it is fullheartedly against any policy of discrimination against the 
Puerto Rican workers who are American citizens, in any law approved or which 
may be approved by the Congress of the United States to improve the salaries 
and/or wages and promote higher standards of living for the American worker 
in general. 

2. That it shall hold the Administrators of the Wage and Hour Division re- 
sponsible for having assisted in defeating the objectives of the law and the 
mandate of the United States Congress, encouraging, directly or indirectly, the 
fixing of minimum wages and salaries, which are antisocial and inhuman in com- 
parison with the salaries and/or wages prevailing in continental United States. 

8. That the absence of uniform minimum wages and/or salaries in harmony 
with those prevailing in the American industry has had the tendency of creating 
an unfair competition among all industries; of stimulating an uneven and im- 
poverished purchasing power without capacity of any kind for the consumption 
of products with a high cost of production. 

4. That there does not exist any valid reason for an American Territory which 
contributes to the progress and security of the Nation as a whole to sustain 
inferior conditions of living and an unbalanced economy out of adjustment 
operating within the well-balanced economy of the Nation. 

5. Our organization is in favor of eliminating every kind of discrimination 
against the Puerto Rican worker unjustly maintained in the wage-and-hour 
law. The Congress and the administration of the United States, assuming fully 
the responsibility which should be theirs to place Puerto Rico on the same 
economic and social level and well-being as the Nation should adopt among 
other things the following measures: 

(a) To amend the Sugar Act with a view that Puerto Rico should have a 
quota of raw sugar not less than 1,500,000 tons and that the island be allowed 
to refine and sell in the American market its entire sugar production. 

(b) That the needlework industry in Puerto Rico should be afforded every 
indispensable tariff protection for the better development of the industry in 
Puerto Rico. 

(c) That small-business concerns in need of assistance should be stimu- 
lated by means of subsidies, loans, and other facilities. 

(d) To facilitate and fully stimulate the development of the program of 
industrialization of Puerto Rico which is so essential to the improvement 
of the economic life of our island and the employment of workers. 

(e) That within the needs of the Nation and the flexibility that is allowed 
by international covenants and the foreign policy of the United States the 
means should be adopted to improve the price of the sugar that is consumed 
by the American people at a low price while the workers who produce it 
are consuming products at prohibitive prices with an annual income which 
is antisocial and anti-American ; 

(f) That the Federal tax which is applicable to the liquor industry in 
Puerto Rico should be revised in like manner as facilities of competition are 
offered to other industries in the American Territory such as ours; 

(g) That the agricultural situation in Puerto Rico should be revised by 
Congress so that the large and small agricultural farmers may face with 
success the impact which will be produced as a logical consequence in the 
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agricultural field of the raising of salaries and/or wages (minimum wages) 
in the industries ; 

(h) That the home-building programs should be increased even more; 
and that assistance to the public schools, the construction and maintenance 
of roads and highways, and the improvement of public health, ete., should 
likewise be increased ; 


(i) That the social security should be made extensive to Puerto Rico in 
all its titles ; 

(j) That steps be taken at the same time that the minimum and uniform 
wage law is appreved, to appoint a special committee composed of Members 
of Congress and the Federal administration together with the government 
of Puerto Rico, with the advice of representatives from organized labor 
and represenatives from the employer side, to study and formulate a pro- 
gram of action for the economic adjustment of the people of Puerto Rico 
with a view to strengthening its economy and to insure a permanent and 
highly civilized standard of living for the working people of Puerto Rico 
in general. 


By the Executive Council, Puerto Rico Free Federation of Labor. 
(Signed) NicotAs Nocueras Rivera, 
President, 
IRENE ToRRES RESTO, 
Secretary-Treasurer. 

San JUAN, P.R., June 19, 1955. 

Mr. Nocurras. Mr. Chairman, I have here some data that was 
taken by our leaders in different parts of the island covering the 
cost of living and other facts that might be useful for the commit- 
tee. We have prepared these, but we have not tabulated them because 
we do not have the facilities to do that kind of job. Anyway, they 
might be of some help because they are in Spanish and in English. 
The questions have been put in Spanish as well as in English, to be 
offered to the committee if they can get some useful facts in the 
extraordinary job that you have to do. 

Chairman Barpen. That is in the nature of statistical data? 

Mr. Nocurras. Yes, sir. 

Chairman Barpen. You do not request that it be incorporated, but 
you want the committee to have it available. 

Mr. Nocurras. Yes. 

Chairman Barven. We will keep it for reference. 

Mr, Nocurras. And I offer some books which are in Spanish. The 
collective agreements are of different classifications which I have 
mentioned in my report. And in this book they have included several 
collective-bargaining agreements with several sugar mills of the island. 

Chairman Barven. All of the books are the same? 

Mr. Nocurras. All the books are the same. They have seven col- 
lective-bargaining agreements shown. 

Chairman Barpen. Do you have enough of those so that there is 
one for each member? 

Mr. Noeueras. Yes, sir. 

That is all my testimony. You are welcome to ask any questions 
you may wish. 

Chairman Barpven. Mr. Roosevelt? 

Mr. Roosrvett. Mr Nogueras, may I express my own appreciation 
for your testimony. I wish the hour was not so late. I am sure there 
would be many questions we would like to put to you. 

Can you give me a rough idea as to the total number of workers 
that are included which your organization represents ? 
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Mr. Nocurras. We have around 100,000 workers included in our 
organization, including agricultural employees. 

Mr. Roosrvett. You heard the testimony of the previous witness. 
I was interested in the figures that he gave as to the return that went 
to the producer—not to the mill, but that the mill gave to the producer 
of sugar. Yet he said that the agricultural worker receives very little 
because of the lack of mechanization and other factors which he did 
not enumerate. 

Is it true that in many cases the sugar mill, one way or another, 
actually owns or controls perhaps more than the 500 acres allowed by 
the law? 

Mr. Nocueras. Well, I am not in a position to commit myself in 
stating that the sugar mills possess more than 500 acres in violation 
of the law. I presume that they are law-abiding people and that 
they comply with the law. That is all I know. 

Raa’ Roosevett. Are there any evasions of the law that you know 
about ? 

Mr. Nocurras. No; I do not know. 

Mr. Roosrevett. Your recommendations then are not very different 
from the recommendations of the A. F. of L. and the CIO except that 
you stress perhaps getting to $1 much more quickly than they have 
stressed it. 

Mr. Nocvueras. Especially those industries that presently have 
shown in their economic balance that they could pay $1. 

Mr. Roosevetr. Is it not also true that if you could succeed in 
having the local legislature pass a minimum-wage law in reference 
to the sugar industry, for instance, that that would become the law 
of the land and it would not be necessary for a congressional com- 
mittee or anybody else to establish it because that would supersede 
it. In other words, if you had a more strict law than the law which 
Congress has given you, that would become the law of the land, and, 
therefore, it is within the power today of the local government to do 
the things that you ask? 

Mr. Nocurras. Well, Mr. Roosevelt, we appeared also before the 
joint labor committee of the House and Senate of Puerto Rico just to 
ask that a bill be put on the floor that they are now considering. And 
we are asking the same that we are asking from you besides the fixing 
of 50 cents an hour as a minimum for the agricultural workers. If 
they legislate in connection with this particular law there is no in- 
compatibility with the Federal legislation. If we can have both of 
them, naturally we have the option of getting more from the law that 
offers more. 

Mr. Roosrvett. In other words, what I am trying to say is that, par- 
ticularly in the sugar industry, into which you went into some detail 
about extending the 40 hours or reducing the 56 hours a week that they 
now get, is it not possible for that to be done on the local level? 

Mr. Noeurras. I think it could be done on the local level also. 

Mr. Rooseve.t. That is all, Mr. Chairman. 

Chairman Barpen. General Smith? 

Mr. Smtrx. No questions. 

Chairman Barpen. Mrs. Green ? 

Mrs. Green. No questions. 

Chairman Barpen. Mr. Coon? 
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Mr. Coon. No questions. 

Chairman Barpen. Mr. Metcalf? 

Mr. Metca.¥F. During a tour of the island on Tuesday and Wednes- 
day we visited a factory where tobacco stripping was carried on, and 
the employer there told us that he was in very serious competition 
with machines, and he was paying the absolute top that he could pay 
in that industry and still stay in business. 

I notice that you represent tobacco stripping. What would happen 
to the members of your union if we increased the minimum wage as 
you suggest? 

Mr. Noaurras. Maybe I would say what is happening at the homes 
of the employees living on minimum wages and meager wages. I will 
put the question in trying to answer you, sir. What now are the work- 
ers doing in their homes without sufficient wages? They are just 
working, but they are not getting wages for their homes and children. 

Mr. Mercar. Do you think it is an accurate and correct statement 
that the tobacco-stripping industry is paying the maximum wage that 
it can possibly pay and still remain in business? 

Mr. Noeurras. I would not say so. 

Mr. Merocatr. They can pay more wages, you think ? 

Mr. Noeurras. I should say so. 

Mr. Mercaur. That is all, Mr. Chairman. 

Chairman Barpen. Mr. Bosch? 

Mr. Boscu. No questions. 

Chairman Barpen. Thank you very much. 

I appreciate your remaining with us, since we came down to get all 
the information we could. 

Mr. Noaurras. You can be sure that the working people of Puerto 
Rico appreciate your efforts to do your best to improve the labor condi- 
tions of Puerto Rico and the economic conditions in general. 

Thank you very much. 

Chairman Barpen. You gentlemen in the labor movement and the 
gentlemen who are engaged in the industrial side, of course, deal with 
each other. But both can be vitally affected by what the Congress 
may do. We want to be sure that we are not injuring or hampering 
anybody. We would like to do something that would be of service to 
the economy of Puerto Rico, and that means its people. 

Mr. Nogurras. We appreciate that. And I am sure you are bear- 
ing in mind that we are American citizens, too. 

Chairman Barpen. Yes, sir. I attended the Commonwealth cele- 
bration when the flag was adopted here at the capital. I saw that very 
fine group of soldiers who came back from Korea. They were fine 
soldiers. They gave an excellent account of themselves. 

Mr. Nocurras. Many of them gave their lives there just. as those 
from the continental United States. 
nee Barpen. Yes, sir; I have been very proud of Puerto 

ico. 

Mr. Noaurras. Thank you very much. 

Mr. Derrickson. Mr. Chairman, Mr. Juan Gonzalez Maldonado is 
present and has a statement to present. However, he speaks very 
little English, and his statement is written in Spanish. He, therefore, 
requests permission to submit that statement for the record. 
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Chairman Barpen. Thank you. We will be glad to receive that 
statement for the record. We have translators available who will be 
able to translate that statement into English. 

Mr. Gonza.ez. Thank you. 

(The statement. referred to is printed on p. 380.) 

Mr. Mercaur. Mr. Chairman, there were three witnesses that did 
not have an opportunity to testify because of the lateness of the hour, 
and I am going to ask unanimous consent that they be permitted to file 
statements with this committee if they so choose. 

Chairman Barpen. Yes, sir; that will certainly be permitted. And, 
in view of the fact that it may be some days, if they do not reach the 
committee before the committee departs, they will be acceptable if 
sent to Washington to the House Committee on Education and Labor. 

Mr. Granam. Mr. Chairman, Mr. Kearns requests permission to 
insert two items in the record: Pages 96 to 134, inclusive, from volume 
II, Evaluation of Minimum Wage Policy in Puerto Rico, dated 
November 1955, which was prepared for the Joint Committee on Labor 
of the Legislature of the Commonwealth of Puerto Rico by Robert R. 
Nathan Associates, Inc., and also a letter from Eugene S. Hirst, vice 
president and general manager, Couture National Car Rental System. 

Chairman Barpen. Without objection, that may be done. 

(The material referred to follows :) 


[Extract from Evaluation of Minimum Wage Policy in Puerto Rico] 


CHAPTER VI—PoLicy CONSIDERATIONS AND RECOMMENDATIONS 


1. THE BASIC DILEMMA 


Experience has revealed the complexity of formulating an appropriate mini- 
mum-wage policy for Puerto Rico. Perhaps most difficult of all is the reconcilia- 
tion on the one hand of the need for incentive to induce new investors to come 
to Puerto Rico, and on the other hand, limiting unfair competition with mainland 
industries by existing and even prospective employers who would exploit Puerto 
Rican workers through submarginal wage levels. Minimum wages that are too 
high can destroy existing industries and discourage new investors. Minimum 
wages that are too low will harm Puerto Rican workers and give Puerto Rican 
industries an advantage over their mainland competitors. Therein lies a major 
ingredient of Puerto Rico’s minimum-wage policy problem. 

There is no basic difference between the citizens and leaders of Puerto Rico 
and their counterparts on the mainland with respect to the public policy of raising 
wages of low-income workers through the setting of wage minimums. The 
Congress of the United States recently demonstrated again its purpose of legis- 
lating successively higher minimums for workers. Equally obvious is the whole- 
hearted determination of the leaders of the Commonwealth of Puerto Rico to 
raise wages of workers as fast and as much as feasible, consistent with the 
economic development of Puerto Rico. The Commonwealth has demonstrated 
again and again its deep concern for the welfare of its working population. Thus, 
there is no problem arising out of differences in purpose. Nor is there a lack of 
appreciation that there is a deep community of interest between the people in 
Puerto Rico and the citizens on the mainland. Most residents on the mainland 
want to see Puerto Rico prosper and grow. Most Puerto Ricans are keenly aware 
that such progress depends on their economic ties with the mainland. Within 
such an environment, even this difficult minimum-wage issue can be somehow 
resolved. 

The Fair Labor Standards Act states that minimum wages in Puerto Rico shall 
not be set so high as to curtail employment nor so low as to give a competitive 
advantage to Puerto Rican industries over mainland industries. Each of these 
criteria poses serious questions. Can the Puerto Rican economy develop at a 
pace which will lead to a strong and healthy economy within a reasonable period 
of years if minimum wage determinations are geared to the objective of not cur- 
tailing employment, rather than to the objective of facilitating the expansion of 
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employment? Can Puerto Rico make substantial progress toward solving its 
unemployment problem if new industries have no competitive advantage over 
mainland industries? More specifically, must prospective investors be afforded 
competitive advantages arising out of lower minimum wage levels? 

In seeking answers to these questions, we must first understand the nature and 
implications of the development program of Puerto Rico. Impressive progress 
toward industrialization and economic development has been made in Puerto Rico 
in recent years. The increases in average income and living standards have 
been far greater than the achievements in most underdeveloped areas around the 
world. Nevertheless, per capita income in Puerto Rico is still only about half 
that of Mississippi, which has the lowest average income of any State. Average 
income in Puerto Rico is still only about one-fourth that of the mainland. 

Even more distressing is the fact that Puerto Rico’s industrialization in the 
recent years of high prosperity throughout the world did not succeed in making 
a dent in Puerto Rico’s unemployment problem. During the past 5 years, actual 
employment in Puerto Rico has declined almost 10 percent. Direct and indirect 
jobs attributable to new industries compensated for but a fraction of the employ- 
ment decline in agriculture, trade and services, let alone the normal rate of new 
entrants into the labor force. Far more important in preventing a catastrophic 
increase in unemployment was the migration of several hundred thousands of 
Puerto Ricans to the mainland. The continued unemployment of about one-sixth 
of the total labor force and underemployment of a substantial additional pro- 
portion of the workers in Puerto Rico is a serious matter to both the United States 
and Puerto Rico. ‘The persistence of this situation is intolerable. 

It can be stated with considerable certainty that the solution to the unemploy- 
ment problem in Puerto Rico within the next decade does not lie exclusively in 
industrial expansion. There must, of course, be many approaches to bringing an 
end to mass unemployment in Puerto Rico. It is not within the scope of this 
report to even attempt an evaluation of the present development program nor to 
prescribe a new comprehensive program for accelerating the economic expansion 
of Puerto Rico toward the achievement of relatively full employment. However, 
in the formulation of a minimum-wage policy it is necessary to understand the 
role of industrialization in the Puerto Rican economy. Even though industrial 
development cannot fully or perhaps even largely solve within a few years the 
persistent unemployment problem, still it must provide a significant portion of the 
solution in the long run. Similarly, the key to industrial growth does not lie 
exclusively in the field of minimum wage policy. Yet, a sound minimum wage 
policy is essential to vigorous industrial growth. The difficulty is that no simple 
formula can be developed for determining such a policy. 

Because of lower productivity and higher nonlabor costs than on the mainland, 
new investors will not put their capital into Puerto Rico without special incen- 
tives. Tax exemption is an attractive bait, but only if profit prospects are bright. 
On the other hand, very low wages probably would not attract new industries 
without other incentives. Also, excessively low wages will limit the growth of 
purchasing power of Puerto Rican consumers and therefore of employment oppor- 
tunities in activities serving the local market. Further, very low wages are a 
deterrent to levels of nutrition, medical care, education, and individual initiative, 
which are essential to the economic development of an area or country. 

The role of wages in economic development must be viewed in terms of long- 
term consideration. As Puerto Rico develops industrially, the capacity to pay 
higher wages will be enhanced. The more rapid the rate of development, the 
more favorable will be the prospects of paying minimums similar to or approach- 
ing those on the mainland. The challenge is that of setting minimum levels 
which will help development of the economy, taking into account the important 
but by no means exclusive role of minimum-wage policy in determining Puerto 
Rico’s economic future—and taking into account at the same time the necessity 
of avoiding competitive advantages of a kind unfair to industries and workers 
on the mainland. 

The problem of competition with mainland industries has become significant 
only recently. As developed in chapter IV, there was very little competition 
between Puerto Rican products and mainland products for a great many years. 
However, as a more determined effort was made to bring new industries to Puerto 
Rico, the issue of competition began to emerge. 

It is obvious that an accelerated rate of industrialization in Puerto Rico will 
inevitably result in a growing degree of competition with mainland industries. 
As stated above, we cannot envisage industrialization fully solving Puerto Rico’s 
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unemployment problem in the short run, but likewise we cannot envisage a 
healthy and sound economic development in Puerto Rico without pushing ahead 
rapidly with industrialization. That means growing competition with an increas- 
ing number of mainland industries. This conclusion is unavoidable and poses 
issues which must be faced realistically. 

Of course there will be increased growth in production and employment for 
local consumption as the economy of Puerto Rico expands. However, just as 
there is free entry into the United States of products from Puerto Rico, so there 
is free entry into Puerto Rico of products from the mainland. Puerto Riean pro- 
ducers cannot compete successfully with mainland producers in a great many 
fields for the market in Puerto Rico. The Puerto Rican market is a sizable and 
growing one, but the demands are varied and diverse and there are many advan- 
tages which mainland producers have and will continue to have over local pro- 
ducers. The tendency of some mainland producers to dump goods at low prices 
in the Puerto Rican markets retards local production. These are difficulties 
which cannot be readily remedied. 

The expansion of local industries and services cannot go far by itself unless 
stimulated by and coupled with a vigorous growth of export industries whose 
products must find growing outlets on the mainland. Therefore, if Puerto Rican 
industry is to expand rapidly, more and more goods must be produced in Puerto 
Rico for the mainland market. It is not an exaggeration to say that Puerto Rico 
must either live with a continued or even rising mass unemployment or must cap- 
ture a rising share of the mainland market among a limited but growing variety 
of products or the rate of migration to the mainland must increase substantially 
over past levels. The same situation has faced the less-developed areas in the 
United States, mainly in the South. Both migration and industrialization were 
and continue to be chief factors in their development. 

It should be emphasized that as Puerto Rican producers sell more goods on 
the mainland, Puerto Rican consumers will buy more goods from the mainland. 
In fact, it is likely that the trade balance will continue to favor the mainland 
for many years to come. However, those mainland corporations and employees 
encountering increased competition from Puerto Rico probably will not be the 
same ones benefiting from larger markets in Puerto Rico and they can be expected 
to be vocal and articulate in their opposition to minimum wage differentials. The 
conflicts of interest revealed in the 1955 hearings and debates on amendments 
to the Fair Labor Standards Act will increase in scope and intensity in propor- 
tion to Puerto Rico’s success in attracting new industries and expanding some 
of the recently established industries. This is not a pleasant prospect to con- 
template, but its realistic appreciation may help in coping with the problems and 
will certainly help in living with it. 

If sound economic expansion of Puerto Rico can be accelerated only by pene- 
trating more mainland markets to a greater degree, then we must ask ourselves 
whether this can be accomplished without providing special incentives to new 
investors in Puerto Rico, including average and minimum wages that are lower 
than those on the mainland. Without lower wage rates it is impossible to see 
how Puerto Rican producers can in the foreseeable future compete successfully 
in mainland markets. 

Is it possible that there could be sufficiently large differentials in average 
wage rates between Puerto Rico and the mainland to attract new investors even 
if the mainland minimum were also to apply in Puerto Rico? Or must there be 
a differential in minimums as well as in average hourly earnings? Perhaps the 
day may come when all Puerto Rican employers can pay mainland minimums 
and still compete in the mainland market, but we believe that day is still far in 
the future. For many years ahead, we cannot envisage substantial industrial 
growth in Puerto Rico without lower minimum wages than on the mainland. 

The question then presents itself as to the magnitude of the differential be- 
tween mainland and Puerto Rican minimum wages. Because of the nature of 
Puerto Rican industries, some of which have no true mainland counterpart, cer- 
tainly this differential must vary from industry to industry. For a variety of 
reasons, as discussed in chapter IV, overall plant productivity per man-hour is 
generally lower in Puerto Rico than on the mainland and surely this difference 
must be taken into account by the industry committees. There are other cost 
differentials such as transportation, time factors, management, etc., which also 
must be reflected in minimum wage determinations. Working in the opposite 
direction is the much narrower spread between average wages and minimum 
wages in Puerto Rico than on the mainland. Finally there is a psychological 
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factor, elusive in definition but nonetheless real, which must be taken into 
consideration. 

There is a “cost” differential which derives from the fact that Puerto Rico 
is distant from the mainland and that it possesses distinctive characteristics 
and features which cause the mainland investor to insist on an extra margin of 
profit or return on capital. It may be looked upon as a higher cost of capital. 
Perhaps this is reasonably illustrated by the experience of Puerto Rican bor- 
rowing authorities when they float loans in mainland financial markets. The 
rate of interest which Puerto Rican public institutions must pay are signifi- 
cantly higher than must be paid by reasonably similar institutions on the main- 
land. For instance, housing project loans, federally guaranteed, bear signifi- 
cantly higher interest rates on Puerto Rican projects than do similar housing 
loans On the mainland. Both are equally secure but apparently investors insist 
on higher returns from Puerto Rico. 

Prospective investors in Puerto Rico seem to insist on more favorable prospects 
for profits before taxes when they contemplate an industrial project in Puerto 
Rico than when they consider a similar project on the mainland. Even the tax 
exemption incentive does not seem to overcome this insistence. Such an added 
capital cost must be taken into consideration in setting minimum wages in 
Puerto Rico if new investors are to be attracted. This should mean extra profits 
and, in that sense, affords a competitive advantage over mainland producers. 
However, in the context of Puerto Rico’s economic picture, such a differential 
seems to be prerequisite to new investment and is therefore a real factor to be 
considered. 

We believe that provision for this extra capital cost calls for serious attention. 
However, a precise formula for its consideration in minimum wage determina- 
tions would be difficult to legislate or regulate. It might be appropriate to 
consider some percentage penetration into the mainland market or some rate 
of penetration in determining whether this extra capital cost is declining, or 
persists, or has been overcome in any specific industry. For illustration, it 
may be suggested that once an industry in Puerto Rico has expanded to a 
point where it accounts for 5 percent of the mainland market for its product, 
there would be the assumption that the psychological deterrent to investment 
in that industry in Puerto Rico no longer exists and therefore minimum wage 
determinations should take into account only differentials in productivity and 
identifiable nonlabor costs. Of course, the importance of survival of industries 
which have reached the 5 percent must be taken into consideration by the 
industry committee. 

If some such criterion had been in effect in the past, we believe that some 
minimum wages in Puerto Rieo would have been increased earlier, more fre- 
quently and more substantially. On the other hand, some might have been 
increased in lesser degree. The brassiere industry, as described in chapter IV 
and the appendix, may well be a case in point. It is one industry in which the 
rate of growth and level of mainland market penetration probably justified 
a reasonably strict appraisal of the competition criterion some time ago and 
therefore more frequent and perhaps more substantial increases in minimums. 

There has been some discussion about the feasibility of setting industrial 
minimum wages in Puerto Rico on the basis of the experience of only those 
establishments which haye been in operation for some extended period of time 
and allowing new firms to pay lower minimums temporarily. This would 
have the advantage to workers in established plants of probable substantial 
increases in minimum wages and at the same time help new firms during the 
months or perhaps year or 2 of getting adjusted to the economic environment 
in Puerto Rico. It might work in a fairly well established industry with a 
sizable number of employees, but not when the industry is still quite new and 
the number of employees quite small. It would appear sounder to continue to 
set industry standards, taking into account the factor of capital costs exceeding 
those on the mainland. 

With respect to brand new industries, no single formula for minimum wage 
determination would seem appropriate. At the present time there are catchall 
categories which are known as general divisions within each major industrial 
classification into which new specific industries fall. The levels of these catch- 
all categories are naturally arrived at with a view to industries now included 
rather than to possible new industries. If the minimum for the general division 
is rather high then some new industries which could succeed and could pay 
reasonable minimums, may not be started. Special advance considerations 
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might be required for prospective new industries. Provision should be made 
for industry committees to set separate minimums in advance for specific new 
industries, where the general category does not seem to apply and where serious 
investors are contemplating new industries. 


2. CRITERIA IN THE FAIR LABOR STANDARDS ACT 


The Fair Labor Standards Act incorporates four objectives or criteria which 
are of major significance to Puerto Rico. First, there is the basic objective of 
putting a floor under wages so as to eliminate detrimental labor conditions. Sec- 
ond, there is the goal of increasing minimum wages in Puerto Rico to the United 
States statutory minimum as quickly as possible. Third, there is the criterion 
that minimum wages in Puerto Rico should be increased without substantially 
curtailing employment. Finally, there is the criterion against minimum wages 
being set so low as to give a competitive advantage to industries in Puerto Rico 
over industries on the mainland. There need be no discussion about the appli- 
cability of the first objective because there is no difference in attitude on this 
score. The other three aspects will be discussed separately. 

As the economy of Puerto Rico develops, it may be reasonable not only to ex- 
pect, but also to seek higher percentage increases in Puerto Rican minimum 
wages than on the mainland. In fact, progress toward the objective expressed 
in the Fair Labor Standards Act to the effect that Puerto Rican minimums 
should be brought up to the mainland minimum standard, requires that minimum 
increase proportionately more in Puerto Rico than on the mainland. In relation 
to this objective, there has been a marked lag. Also relative to the goal of 
eliminating very low submarginal wage rates, progress has been slow. We 
believe that in many industries, minimums could have increased somewhat more 
and somewhat faster without retarding industrialization., This is certainly 
not true of all industries nor, in many industries could the increases have been 
substantially larger. 

With respect to the general objective of bringing the level of minimum wages 
in Puerto Rico up to the statutory level on the mainland, it must be realized that 
prospects are dim for fully achieving this objective in the foreseeable future. 
The differentials in productivity as well as in a wide variety of nonlabor costs 
would have to be narrowed considerably before mainland minimums, would be 
generally feasible in Puerto Rico. As productivity improves in Puerto Rico, it 
will also continue to improve substantially on the mainland. Even if growth 
in productivity were more rapid in Puerto Rico than in the same industries on 
the mainland, it is difficult to conceive of the same general minimum wage pre- 
vailing simultaneously on the mainland and in Puerto Rico for at least another 
decade or two and perhaps even longer. In view of this situation, it would be 
far more realistic if the Fair Labor Standards Act sought the gradual narrowing 
of the relative relationship between minimum wages in Puerto Rico and those on 
the mainland, rather than parity. 

The criterion of minimum wages which will not “substantially curtail employ- 
ment,” is just not adequate in face of Puerto Rico’s stage of development and its 
unemployment problem. It is too negative. Obviously, it would be foolhardy 
to set minimum. wages.in Puerto Rico so high as. to curtail employment. But, 
it is not sufficient to follow a minimum wage policy which will not curtail em- 
ployment and accelerate the economic development of Puerto Rico. The major 
economic objective of Puerto Rico in the coming years must be a far more rapid 
rate of industrialization. Job opportunities must expand more rapidly than 
heretofore. The rise in population and in labor force, the farm to city movement, 
and the decline in employment in the very low productivity industries, all attest 
to the great need for more and more new industries. All policies should be 
geared to such expansion. The employment criterion should relate realistically 
to this need. It would be desirable and appropriate to modify this criterion in 
the Fair Labor Standards Act to the end that minimum wages should not be so 
high as to impede industrialization and development. 

Perhaps the most complex problem of all relates to the criterion of setting 
minimum wages so as not to give Puerto Rican employers an unfair competitive 
advantage over mainland employers. It has already been emphasized that at- 
tractive incentives are necessary to induce more and more investment in new 
industries in the island. The exemption from taxation for a period of 10 years 
is one such incentive, and it is an important one. Other inducements are af- 
forded through the facilities and activities of the economic development ad- 
ministration in making plants available at reasonable rentals and in granting 
loans and in providing assistance in apprentice training. Are these sufficient? 
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In addition to these incentives is it necessary to have wage differentials which 
more than compensate for lower productivity and higher nonlabor costs than 
on the mainland? In other words, should the differentials between wage rates 
in Puerto Rico and those prevailing in the United States not only cover the dif- 
ferentials in productivity and such other costs as transportation, management, 
and the like, but also provide an additional margin for the investor? This added 
margin has been defined in the immediately preceding section of this chapter, as 
the extra cost of capital in Puerto Rico. If businessmen will not invest in Puerto 
Rico unless profits before taxes are likely to be higher by some margin than 
profits on the mainland, this margin is a real cost to the economy of Puerto Rico. 
It continues to be a real cost as long as prospective investors insist on such an 
added margin as a condition of making the investment. Its inclusion as a factor 
in minimum-wage determination does not give a competitive advantage to in- 
dustries in Puerto Rico even though the profit margin may be greater in Puerto 
Rico. 

While we believe there is logic and justification for this position, we recognize 
the difficulties of incorporating such a policy in legislation and also the difficulties 
of implementation. The present criterion in the Fair Labor Standards Act 
against a competitive advantage is adequate only if this extra cost of capital or 
psychological cost is given its due weight in determining what is or is not a com- 
petitive advantage. If in any future congressional hearings and debates on the 
Fair Labor Standards Act this matter is discussed and the legislative record 
reveals the intent that this factor is to be taken into consideration by industry 
committees then no change in legislation will be needed. If the legislative intent 
is not clear, then it would be well to seek the inclusion in the act of words which 
will definitely include differentials in the cost of capital as an element to be taken 
into account in setting minimum wages in Puerto Rico. 


8. FLEXIBLE OR FIXED MINIMUMS 


The decision on the part of the Congress of the United States in 1940 to apply 
different minimum-wage criteria for Puerto Rico than for the mainland stemmed 
from the overwhelming evidence that a fixed minimum would not be feasible for 
Puerto Rico. The original 25-cent minimum in the Fair Labor Standards Act and 


the 30-cent minimum in 1940 were beyond the capacity of most Puerto Rican 
industries. The economy of Puerto Rico was far less developed than that of even 
the least developed State on the mainland and wages were far lower in Puerto 
Rico than on the mainland. The flexible system of setting varying minimums 
through the operation of industry committees was the only feasible solution. 

If the flexible system was appropriate for Puerto Rico in 1940, is such a system 
still appropriate in 1955? It is our conclusion that the answer must be in the 
affirmative. 

Despite the remarkable progress made in Puerto Rico in the past 15 years as 
evidenced by the increase in per capita income and the substantial progress of 
the industrialization program, the economy of the Commonwealth still lags far 
behind the mainland. As already stated, per capita income in Puerto Rico is 
still only half that of Mississippi which is the lowest of any of the 48 States. 
Productivity is still far below the mainland. About 1 out of 6 participants in the 
labor force in Puerto Rico is fully unemployed. A substantial value of under- 
employment persists. Further, the economy of Puerto Rico is characterized by 
a wide range between some modern, mechanized industries and many relatively 
backward and low-productivity activities. The situation still does not lend 
itself to a fixed overall minimum-wage level. 

Perhaps a more precise question to consider is whether the United States 
minimum wage could be made applicable in Puerto Rico. Without question, a 
minimum wage of $1 per hour for all Puerto Rican employees in industries under 
the Fair Labor Standards Act is utterly impracticable at this time. Such a 
minimum would nearly double wage costs on the average in manufacturing 
industries. It would more than quadruple wage rates in the home needlework 
trades. The $1 minimum in 1956 would be disastrous for the economy of 
Puerto Rico. Not only would it halt further industrialization, but it would 
substantially reduce employment and production. 

If the $1 minimum is impossible, one might ask whether some other fixed 
minimum would be appropriate for universal application to all enterprises in 
Puerto Rico which fall under the jurisdiction of the Fair Labor Standards Act? 
In our judgment no such minimum could now be reasonably determined or be 
politically acceptable. If a uniform minimum were to be set in Puerto Rico on 
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the basis of the same ratio as exists between the new minimum in the United 
States and average hourly earnings in mainland industries, the resulting stand- 
ard in Puerto Rico would be perhaps 25 or 30 cents per hour. 

If a standard minimum were to be established in Puerto Rico at a level which 
would directly affect the same proportion of workers as were directly affected by 
the fixed minimum within the United States, then the minimum would indeed 
be very low. Not as many as 10 percent of American workers in affected 
industries were earning under 25 cents per hour when the 25-cent minimum was 
enacted. If the purpose were to raise the hourly earnings of only the lowest 
10 percent earners in affected industries in Puerto Rico, an absurd standard of 
under 25 cents per hour would be set. 

Such levels would be most unfair to tens of thousands of Puerto Rican work- 
ers and it would be far too low a minimum relative to the capacity of a great 
many industries to pay. Further, it would create havoc in the competition for 
mainland markets with many mainland industries. Such a standard minimum 
could be modified by the operation of the present industry-committee procedure. 
However, the industry committees might be less inclined to raise minimums as 
far as they otherwise would, just because of the very low fixed standard. 

Conceivably, some fixed standard, with exceptions, might be established at a 
level which would raise the wages of some workers and not impede further 
industrialization. Offhand, a 50-cent or even 60-cent-per-hour standard mini- 
mum might seem plausible and feasible. In practice, we believe such a level 
would not be appropriate. In the first place, there would have to be some 
exceptions, especially for home needlework and tobacco processing, or a con- 
siderable number of jobs would be immediately wiped out. Secondly, many 
industries could and do support much higher minimums, but they might actually 
cut wage rates in view of the large scale of unemployment and the relative 
weakness of labor unions in Puerto Rico, if a 50-cent or 60-cent standard mini- 
mum were set. Thirdly, a combination of such a fixed minimum along with the 
operation of industry committees would be subject to the same weakness as 
indicated above, namely, the possible hesitance of these committees to push min- 
imums in selected industries well above the fixed standard. Finally, a fixed 
minimum becomes rather meaningless when there are numerous exceptions be- 
low it and numerous determinations by industry committees above it. 

In an economy in which there is such a mixture of some very low productivity 
industries and some high productivity industries, in which there is a large por- 
tion of unemployment and underemployment, in which vigorous trade-union 
organization is lacking, in which there is urgent need for industrial expansion 
and for inducements to new industries, and in which the issue of competition 
with mainland industries poses complex- problems, a fixed minimum-wage 
standard is not feasible. This conclusion applied with full force to the main- 
land minimum of $1 per hour and in only slightly less degree to any lower 
minimum. We recommend strongly that the flexible system adopted in 1940 
should continue to prevail for the foreseeable future. 


4. FEASIBILITY OF FIXED STANDARDS FOR INCREASING MINIMUM WAGES 


Minimum wages in Puerto Rico should be increased as much and as quickly 
as feasible, consistent with the well-being of the workers, rapid industrialization, 
and the maintenance of fair competition between island and mainland industries. 
There are some who believe that the increases over the past 15 years have been 
too infrequent and too small. There are others who believe that the increases 
in the past have been about as sizable and as rapid as feasible. Finally, there 
are those who think that the industrialization of Puerto Rico would have pro- 
ceeded more rapidly and unemployment would have fallen substantially had there 
been smaller increases in the minimum. 

No single piece of evidence can prove conclusively whether the historical 
changes in minimum wages in Puerto Rico have been adequate. The answer 
in large measure depends on the measurements and the criteria which are 
applied. 

If one measures differentials in cents per hour, then certainly there has 
been a lag, and the disparity between minimums on the mainland and in Puerto 
Rico has increased. But, as pointed out in chapter III, this is not an appropriate 
method of comparison. If one deals in percentage increases or proportionate 
relations, it appears that the pattern is a very mixed one, with some minimum 
wages in Peurto Rico outpacing the increases on the mainland and others lagging 
far behind. If one deals in average hourly wages rather than minimums, it 
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seems that the percentage increased in Puerto Rico have, with some excep- 
tions, tended to vary reasonably closely with those on the mainland. In cents 
per hour, the disparity has grown both for the minimums and for average hourly 
wages. 

An analysis of wage differentials between Puerto Rico and the mainland in 
cents per hour is not appropriate. Clearly when the United States raised the 
minimum wage on January 1, 1950, from 40 to 75 cents per hour it would have 
been ruinous to the Puerto Rican economy to have increased all minimums by 
35 cents per hour. Similarly and only in lesser degree, an increase of 25 
cents per hour across the board in Puerto Rico on March 1, 1956, would have 
most serious consequences for a number of industries in Puerto Rico. 

In general, it should be borne in mind that any uniform cents increase would 
bear very unequally on industries at different levels. Thus, a 25-cent increase 
for an industry operating under a 37%-cent minimum would mean twice as 
great an increase in labor costs as for an industry for which the minimum 
was 75 cents. 

Between the end of 1949 and March 1956, the mainland minimum will have 
increased by 60 cents. A similar cents-per-hour increase for all industries in 
Puerto Rico from 1949 to 1956 would seriously reduce employment, let alone 
impede new investors. Average hourly earnings in all manufacturing industries 
in Puerto Rico, excluding the very low paid home needleworkers, were 44 cents 
in 1949. The figure for June 1955 was 55.2 cents per hour. In the United States 
the 1949 average in all manufacturing was $1.40 per hour, and in June 1955 
the average was $1.87. It is not necessary to elaborate on the conclusion that 
a 60-cent-per-hour increase in the minimum in Puerto Rico from 1949 to 1956 
would make little sense. 

If it is not appropriate to apply the flat amount of the increase in the United 
States statutory minimum to Puerto Rico on March 1, 1956, the question might 
then be asked whether this 25-cent-per-hour increase might be spread by some 
formula over a period of time. Half the amount might apply on March 1, 1956, 
and the balance spread over the 2 following years. Some industries in Puerto 
Rico could readily absorb such increase and even more. This would certainly 
be true for most of the new industries. Others could not possibly do so. There- 
fore, it would be necessary to continue the industry-committee procedure to 
determine exceptions in either direction. In this process, the industry commit- 
tees might be influenced by the formula and might make lower determinations 
for those industries that can pay more than required under the formula. Also 
they might make higher determirations than can be economically justified for 
industries which cannot comply with the formula. 

If no fixed cents per hour increase were appropriated in Puerto Rico, would it 
be proper to legislate a fixed-percentage charge? The percentage might be iden- 
tical for both the mainland and Puerto Rico, using a reasonable base period so as 
not to prejudice industries whose minimums were recently increased. The main- 
land minimum of 40 cents per hour was set in 1945. Let us assume it has taken 
the industry committee 2 years to make adjustments corresponding to the change 
in the mainland minimums. Then the impact of the 40-cent mainland minimum 
was fully effective in Puerto Rico by 1947. Let us assume the adjustments 
paralleling the new $1 mainland minimum will be completed in Puerto Rico by 
June 30, 1957. Under such assumptions, would it be appropriate to require 
that all minimums in Puerto Rico after June 30, 1957, be at least 150 percent 
higher than in 1947? Or should all minimums be at least 3314 percent higher 
after June 30, 1957, than they were in, let us say, 1952, when the full impact had 
been registered in Puerto Rico of the 75-cent minimum established on the main- 
land on January 1, 1950? 

We believe that either of the percentage increases outlined above would be 
too small for most of the new industries in Puerto Rico, both from the point of 
view of Puerto Rican workers and of competition with mainland industries. 
On the other hand, such increases would probably strike a quick death blow to 
some of the older and less productive economic activities in Puerto Rico such 
as home needlework and tobacco processing. Therefore, a fixed-percentage in- 
crease from some reasonable base period in the past, could be applied, but only 
with exceptions. For instance, it would seem to be economically feasible to 
quire by June 30, 1957, an increase of 3344 percent from January 1, 1952, or of 
150 pereent from January 1, 1947, whichever is higher, with the proviso that 
such a fixed-percentage increase shall not apply in any given industry if an 
industry committee determines that it would not be feasible. If this proviso 
were included so as to prevent great hardships in a few industries, we see no 
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economic objections to such an approach. However, there are serious questions 
whether this approach is desirable, especially at this time. 

First of all, under the new Fair Labor Standards Act every affected industry 
in Puerto Rico is to be reviewed in each fiscal year. If this provision remains 
unchanged, each minimum wage in Puerto Rico will be determined anew between 
now and June 30, 1957. In fact, those reviewed between now and. June 30, 
1956, will be reviewed again in the ensuing 12 months, unless the amendment 
is revised in the coming session of Congress. Substantial increases are likely 
to be made in a good many industries as a result of this complete review. We 
believe it would be better to withhold consideration of setting some fixed per- 
centage of increase from a base period until these industry committee determi- 
nations have been made. In other words, having had a totally flexible system 
for so many years and facing a complete review of all minimum-wage determina- 
tions at least once within the next 18 months, it would seem logical to await 
the results of these reviews before considering steps to require fixed standards 
for increasing the minimums. 

Secondly, it is our feeling that, in general, minimum wages in Puerto Rico 
will be inereased by June 30, 1957, far more under existing provisions than would 
be the case if some reasonable fixed-percentage increase or increases from some 
past base period had been legislated, with an escape clause for a few industries. 
In other words, assuming 150 percent increase from January 1, 1947, or 3314 
percent igt¢rease from January 1, 1952, to June 30, 1957, as legislated standards, 
which ever was larger, we believe that by June 30, 1957, the actual minimum 
determinations under present provisions will tend to average higher than they 
would under such legislative standards. We realize that industry committees 
would operate even with such fixed standards for increases, but it is likely there 
would be less determinations above the required increase under such a legislative 
requirement than will now occur. Obviously, this view is a matter of “feel” and 
not fact. 

Finally, the setting of any standards by the Congress will raise political prob- 
lems concerning the relationship between the Government of the United States 
and the government of the Commonwealth of Puerto Rico. While our frame of 
reference is economic rather than political in nature, we appreciate the impor- 
tance of the political aspects of this problem. This is one further reason for 
urging that no steps be taken either by the Congress of the United States or the 
Legislature of Puerto Rico at this time to set fixed standards for raising mini- 
mum wages in Puerto Rico. 

In principle, we believe that minimum wages in Puerto Rico should at least 
keep pace proportionately with the mainland standard minimum. Given a rea- 
sonable time period after the mainland minimum has been raised, it is sound 
to expect at least the same percentage increase in Puerto Rico minimums gen- 
erally. However, because of the situation of some of Puerto Rico’s old indus- 
tries, principally home needlework and tobacco processing which are largely non- 
competitive with the mainland, some exceptions would be required. Rather than 
to exempt such industries by law the matter could be handled by applying the 
percentage change to all Puerto Rican industries, with the authority for industry 
committees to make exceptions. We believe that such a procedure should be 
given fuller consideration, that the experience of the next 18 months be made 
a factor in this consideration, and finally that the problem be approached jointly 
by the Government of the United States and the government of the Common- 
wealth of Puerto Rico. 


5. TIME SCHEDULES OF MINIMUM-WAGE DETERMINATIONS 


In principle, minimum-wage determinations, which are truly minimums and 
which are general in application, should not be changed too frequently. Several 
years have elapsed in the United States between changes in the basic minimum. 
On the other hand, wage rates from plant to plant and industry to industry are 
subject to frequent changes on the mainland as a result of bargaining between 
unions and employers. Thus, mainland wages are affected both by a minimum 
floor, which remains fixed for relatively long periods, and by hourly rates of pay 
above the minimum which tend to change relatively frequently through collective 
bargaining and the influences of the market. 

We believe that in Puerto Rico inadequate frequency of review has been partly 
responsible for the lag behind what should have been accomplished, especially 
in the years 1945 through 1948 and again 1952 through 1954. More frequent 
reviews would have been appropriate. The responsibility for the lag rests with 
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the Federal Government and was mainly attributable to inadequate congressional 
appropriations. A flexible system should truly be flexible in timing and 
amounts of changes. The tendency for determinations to be bunched in time 
coincident with a change in the mainland minimum raises a question whether 
there was sufficient attention given to all the factors calling for new determina- 
tions. Of course a change in the mainland minimum does affect competitive rela- 
tionships and calls for comprehensive reappraisals of minimum in Puerto Rico. 
But more reappraisals at other times would seem justified. 

There are two basic reasons why long intervals should not elapse between 
determinations of minimum wages. First of all, a flexible system is set up for 
the very purpose of ready adaptation to changing circumstances in the economy 
generally and, more importantly, to changes in each industry. In some new 
industries in Puerto Rico, minimum-wage determinations have not kept pace 
with the development of the industry. Second, and even more important, trade 
unions in Puerto Rico on the whole are very weak and therefore are not a 
potent factor in the wage picture. 

As a result, average wages tend to vary far less from minimums than on the 
mainland and changes in general wage rates depend largely on governmental min- 
imum-wage determinations. In some industries, average hourly wages tend to 
stick rather rigidly near to the minimums. In others, they diverge only slowly 
as time elapses after the minimums have been set. In only limited cases do 
average hourly earnings rise substantially above the determined minimums. 

If wage rates in Puerto Rico are to be increased consistent with the needs of 
the workers and the capacity of the employers to pay higher wages and also in 
line with appropriate criteria affecting competition with mainland industries, 
there must be reasonably frequent review of minimum wages. Certainly it 
would be entirely inappropriate to make adjustments only as often as the fixed 
minimum is changed by the Congress. For instance, in the United States the 
increase from 75 cents to $1 in minimum wages on March 1, 1956, represents the 
first change in over 6 years. The increase from 40 to 75 cents came after a lapse 
of over 4’ years. Such a time interval would be entirely unsatisfactory for in- 
dustry committee determinations in Puerto Rico. On the other hand, deter- 
minations made at too frequent intervals would lend too much uncertainty and 
in essence would tend to substitute almost entirely governmental action for 
wage negotiations. 

Under the amended fair labor standards act, provision is made for a review 
of each minimum wage in each industry by industry committees at least once 
each fiscal year. It is our belief that, for continuing purposes, this provision is 
not appropriate. Annual review means a high degree of uncertainty which will 
both hamper the operations of existing business and almost certainly deter the 
urgently needed entry of new businesses. The orderly and efficient conduct of 
business operations demands the ability to plan ahead for at least a reasonable 
period of time. Annual wage adjustments through collective bargaining are 
quite different from annual adjustments in minimum. In the former, the em- 
ployer is a direct participant and has a voice in the outcome. He is aware of 
the progress of negotiations and can adjust his policies and commitments accord- 
ingly. Annual reviews by industry committees cannot help but adversely affect 
economic development. 

In view of the intensity of conflict which prevailed and still persists with 
respect to the legislation on minimum wages in Washington during 1955, and 
the fact that the introduction of the $1 minimum in the mainland will affect 
competitive relationships, we believe that one complete review of all of the min- 
imum wages in Puerto Rico should be undertaken by industry committees be- 
tween now and the end of fiscal year 1956-57. Considerable criticism was 
directed toward the fact that in many industries long periods had elapsed since 
the last minimum-wage determinations were made. In view of all these circum- 
stances, a thorough review of all minimum wages speedily will certainly be 
beneficial for all parties concerned. 

As the Fair Labor Standards Act now reads, there must be a review of every 
Wwinimum between July 1, 1956, and June 30, 1957. This would seem to mean 
that industries reviewed within the next 7 or 8 months would be subject to 
another review before June 30, 1957. Committee 18 has already been established 
to review some industries. Probably Committee 19 will be set up very soon, 
Others should follow as quickly as members and staff can be secured. There 
ought not to be any hesitation in pushing for early reviews just because the 
wording of the act will require complete coverage of reviews in the 12 months 
beginning July 1, 1956. We believe it would be well for Congress to further 
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amend the act to require a review by June 30, 1957, of every minimum-wage 
determination made by an industry committee appointed before August 12, 
I byes = was the date of enactment of the fair labor standards amendments 
act of 1955. 

We would recommend that once all industries have been reviewed by June 30, 
1957, thereafter provisions should be made for a review at least once every 2 
years in all industries where the minimum wage is less than 75 percent of the 
Federal minimum. In other words, where the minimum is substantially below 
the mainland level, it would seem highly appropriate to have a review at least 
once every 2 years. For all other industries, it would be well to require in the 
legislation a review at least once every 3 years. If changes in the specific 
circumstances of an industry justify a more frequent review, then certainly the 
United States Secretary of Labor has the authority to act with expedition. 

The objective sought by the simplification of procedures adopted in the 1955 
legislation by the Congress of the United States was desirable. It is to be 
hoped that there will be no further instances where as much as 18 months are 
required to conclude the determination of a minimum wage for a specific indus- 
try or group of industries. On the basis of the past record, there is every reason 
to assume that the revised procedure will result in much prompter action. As 
pointed out in chapter V, however, the change does raise one problem. The 
delays between the recommendation of the committees and the effective dates 
of the new minimums, excessive though they clearly were, did serve to put each 
firm on notice as to the probable action, and thus permit the orderly modification 
of prices and contracts. The 15 days provided in the amended act would seem 
insufficient to permit such adjustment. Businessmen may be reluctant to enter 
into new commitments during the entire period between the appointment of a 
committee and the publication of its findings. This could lead to considerable 
disruption of production and operations, particularly in the case of companies 
without close mainland affiliates. We would therefore recommend that either the 
time between the publication of the committee’s finding and the effective date of 
the new minimum be amended to perhaps 45 or 60 days, or that the industry com- 
mittees be directed to suggest when their determination should become effective. 


COMPOSITION OF INDUSTRY COMMITTEES 


As described in chapter V, the Secretary of Labor (or the Administrator) has 
until very recently followed the practice of appointing industry committees with 
a majority of Puerto Rican members and a Puerto Rican chairman. While the 
objections raised to this procedure during the last congressional hearings may 
have been less than fully justified, they were presumably influential in induc- 
ing the Secretary to change this practice. Committee 17 was appointed with only 
6 members, and with Puerto Rican and mainland members evenly balanced. In 
appointing Committee 18, the Secretary went one step further by including a 
majority of mainland members and a mainland chairman. 

The act itself merely stipulates that the membership should include residents 
of both the mainland and Puerto Rico, but does not prescribe how many of each 
should be appointed. We believe that this omission—which clearly differs from 
the requirement of equal labor, industry, and public representation—indicates 
that Congress was concerned primarily with including in the committees persons 
with different backgrounds and experiences rather than with providing for a 
balance of opposing geographic interests. With perhaps isolated exceptions, we 
find little in the record to justify the contention that Puerto Rican members 
tended to be too “soft” in the approach to minimum wages, or that minimums were 
raised too slowly because there were Puerto Rican majorities. 

The recent shift in the composition of the committees, in fact, can only be 
interpreted as reflecting the conclusion of the Secretary that there is a conflict 
of interest between mainland and Puerto Rican members, and the judgment that 
mainland views should prevail. In our opinion, this position is unjustified. To 
be sure, there will be some cases in which a conflict of interest will influence 
some committee members though, as we have pointed out previously, this can be 
a major issue in only a few cases. Within each committee it is far more likely 
that differences of views will be those between labor, industry, and public mem- 
bers as such than between Puerto Rican and mainland members within each of 
these groups. In particular, public members may be expected in the great 
majority of cases to have the same attitudes toward the issues presented regard- 
less of whether they come from the mainland or Puerto Rico. Conseonently 
the change in committee composition seems unlikely to have any significant 
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be on the decisions reached, and would appear to have little or no merit on that 
asis. 

However, if a conflict of view between Puerto Rico and mainland representa- 
tives should arise, it is difficult to see why mainland business or labor interests 
should be regarded as overriding. There may be sufficient justification, since 
objections have been raised to the previous practice, to provide for an equal 
number of mainland and Commonwealth representatives as was done in the case 
of Committee 17. But to nominate a mainland majority on committees em- 
powered to determine the fate and even the survival of Puerto Rican industries 
seems scarcely defensible. 


7. PROBLEMS OF COMMONWEALTH MINIMUM-WAGE ACTION 


Analysis of the determinations made by the Commonwealth board under the 
provisions of the Commonwealth minimum wage act in chapters III and V has 
made it clear that the level of Commonwealth minimums is generally lower than 
that of those set under the Federal act. While the difference is in part due to 
the nature of the industries involved, it seems virtually certain that the slower 
pace of operations has also been partly responsible for the lag. Such a lag 
seems neither unavoidable nor unimportant from an economic point of view. 

Many more workers are protected only by the Commonwealth act than are 
covered under the Federal law. Some of the local industries concerned are 
subject to mainland competition in their home market and others, notably agri- 
culture, compete indirectly on the mainland market. Most of the loca* industries, 
however, have no outside competition. A wage increase in such industries is 
not likely to threaten their survival but will tend to be reflected in a pressure 
for improvement of their operations and, where such improvement does not 
provide a full offset, some price increases. In view of the large unemployment, 
it would seem inadvisable to induce labor-saving improvements in local indus- 
tries at the greatest feasible speed, or to stimulate a rapid readjustment of rela- 
tive prices in accord with the most efficient operation possible. However, it 
must also be recognized that any time lag in the modernization of local industry 
and trade cannot fail but to have a retarding effect on the general development 
of the Puerto Rican economy. Consequently, the rate of wage increases in local 
industries as a group should not be allowed to lag significantly behind the progress 
made in the sectors covered by Federal law. 

There is every reason to believe that this time lag occurred despite the desire of 
the Commonwealth government to raise wages as rapidly as pussible. However, 
it appears that practical difficulties have been allowed to impede unduly the 
attainment of this objective. The question now is what measures should be 
taken to reach this aim of the Commonwealth government. 

The speediest way to raise the lowest minimum wage levels, of course, would 
be to establish a single legislative minimum applying to all industries. This 
would also assure the prompt protection of those workers for whom no mini- 
mum has as yet been established by the wage board. The previously discussed 
objections to a single standard for Puerto Rico under the Federal law do not 
apply with the same force to the sector covered by the Commonwealth act. This 
sector is of more homogeneous character and it might not be as impractical as 
in the case of the Federal act to place the minimum standard on a level low 
enough to avoid needless curtailment of employment. Also, legislation might 
recognize some differentials—for instance, by setting separate minimums for 
the metropolitan area of San Juan and for the rest of the Commonwealth. In 
this fashion, minimum wage operation in Puerto Rico could be based on a concept 
similar to that prevailing on the mainland, although at a level appropriate to 
the different economic conditions. evelopment of the wage structure above 
the minimum would eventually be left to market pressures, especially_collective 
bargaining, although for a prolonged transition period wage board action would 
still be needed to provide minimums for industries capable of paying more than 
the generally applicable standard. 

We consider development of such a simplified minimum wage operation a 
highly desirable goal but current conditions may not permit its prompt introduc- 
tion. The effect of large-scale unemployment on the wage level would probably 
be even more serious in local industries than in those which are covered by the 
Federal act. Also, if the mainland experience is any guide, effective union 
organization and collective bargaining are not likely to develop as rapidly in 
some of the local sectors like retail trade and services as in manufacturing indus- 
tries. Finally, even though the segment covered by the Commonwealth act eco- 
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nomically is more homogeneous than that under the Federal law, there are stil! 
sharp differences within it. However, consideration might be given to estab- 
lishing by legislative or wage board action a minimum for all workers not now 
covered by any determination. 

In any event, ways must be found to make the procedure, for individual indus- 
try determinations more expeditious and avoid the development of longtime 
lags. A review of the present wage board procedure from the initiation of staff 
work to the issuance of a final decree makes it clear that the largest share of 
responsibility rests at every step with the permanent chairman. This might 
suggest replacement of the board by a single administrator, a change which 
would probably facilitate more expeditious procedure. It might also suggest 
that the cumbersome hearing procedure should be replaced by whatever means 
the administrator might find most suitable to assure that his actions be based 
on full knowledge and understanding of the facts. We are not inclined to 
advocate either of these changes, because we believe they would tend to increase 
even further the already excessive degree of responsibility for wage determina- 
tions lodged in the Government. The present participation of industry and 
labor in minimum wage determination substitutes in some measure for collective 
bargaining and may pave the way toward its stronger development. Therefore, 
we believe that the organization of the wage board should be strengthened and 
its procedure be made more expeditious so that determinations for a larger 
number of industries can be made each year. 

The organization of the wage board should be strengthened by steps along the 
following lines: 

1. The chairman might be given a permanent full-time deputy, or two such 
deputies so that he and his deputy or deputies can simultaneously take respon- 
sibility for more than one proceeding. 

2. The number of permanent board members representing employees and em- 
ployers might similarly be enlarged, with provision made at the same time for an 
executive committee of 3 members, including the chairman and 1 member from 
each side. This executive committee might be given authority to assign com- 
plete responsibility for any single proceeding to a panel of 3 members, including 
the chairman or his deputy, and 1 member from each side. These representatives 
of the two sides could be either permanent members or specifically chosen from 
the industries concerned. Whenever the executive committee finds it necessary 
for special reasons to appoint both permanent and special members, it might 
have the authority to enlarge the panel to five members. 

3. The staff of the board should be increased so as to permit effective handling 
of a larger workload and support conduct of several simultaneous proceedings. 

Procedural improvements should take advantage of the present practice of issu- 
ing a proposed decree at an early stage of the proceeding. A definite proposal 
makes it easier for parties in interest to focus their comments on relevant 
points. Therefore, when the proposed decree is published, interested parties 
might be required to submit their views in writing within a specified time (say, 
2 to 4 weeks, depending on the complexity of the industry) and hearings could 
be confined to examination of witnesses on relevant subjects covered in these 
briefs and rebuttal of arguments contained in them. If hearings are thus kept 
reasonably brief, the board panel assigned to the case should be able to arrive 
at a decision promptly after the conclusion of the hearings. 

The ability of the wage board to deal with a larger number of industries each 
year should also be sharply increased by relieving it of the duty to set minimums 
for oceupations or occupational groupings within industries and to deal with 
frings benefits. These are appropriate areas for collective bargaining. As 
long as unions are too weak for effective bargaining on these matters, certain 
minimum standards for important fringe benefits could be made generally ap- 
plicable by legislation, as has already been done in regard to overtime pay 
Beyond these generally applicable standards, the Government need take no 
action. Greater total benefits will probably flow to larger numbers of Puerto 
Rican workers if the efforts of the wage board are concentrated on more fre- 
quent reviews of minimum standards for each industry under local jurisdiction 
rather than fringe benefits and occupational differentials 

It would be well to study thoroughly the implications of setting differentials 
for different occupations and to find out whether wage board action has tended 
to increase the wage spread among the occupational groupings where such 
determinations have been issued. An analysis might be made of the changes in 
differentials in those industries where no effort has been made to deal with this 
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matter as compared with industries where differential minimums have been 
determined. We doubt that such studies will support a need to determine 
differentials. Probably the more skilled categories of employees have been in 
sufficiently short supply to maintain the differentials or even expand them, with- 
out wage board activity. Therefore, we are inclined to believe that the wage 
board should be relieved of this responsibility which consumes a great deal of its 
attention and of the time of its staff. 

If the wage board is thus put into a position to handle determinations for more 
industries and do it more expeditiously, it should make an effort to set mini- 
mums for all not as yet covered industries and to undertake the complete review 
of all its previous minimum wage determinations, except the most recent ones. 
This should, if at all possible, be completed by June 30, 1957, to parallel the 
work of the Federal industry committees. Since such a complete review is re- 
quired under Federal legislation, it would be highly desirable to do likewise in 
all of the industries now covered by the Commonwealth wage board. This is 
particularly important in regard to industries partly under Federal jurisdic- 
tion. Unless there is cogent economic justification for a difference, the same 
minimum wage should apply to the same kind of work whether it is done under 
Federal or Commonwealth jurisdiction. To this end, every effort should be made 
to coordinate the operations under both laws. 

The review of all minimum wage determinations made by the Commonwealth 
wage board with a limited period of time might also form the basis for an 
appraisal in 1957-58 of the possibility of shifting a larger share of minimum 
wage determination to generally applicable legislative action. If this proved 
feasible, the wage board could then concentrate on review of those industries 
that are able to pay significantly more than this general minimum. In the 
alternative, a review at least once every 2 years should be made of those sectors 
where minimum wages are below the income goal set for Commonwealth policy. 
For instance, reviews might be required at least once every 2 years for industries 
under Commonwealth jurisdiction where the minimum is less than 50 cents an 
hour. 


8. MINIMUM WAGES AND UNION ORGANIZATION 


Governmental determinations on minimum wages have had a far smaller effect 


on the general level of wage rates on the mainland than in Puerto Rico. When 
minimum wages were first established by Federal legislation, and when they were 
increased through legislative action, the proportion of workers whose wage rates 
were immediately and directly increased was rather modest. As demonstrated 
in chapter III, the relationship between minimum wages and average wages has 
been a much closer one in Puerto Rico than on the mainland. This tendency is in 
part a manifestation of the minor role played by unions in Puerto Rico. 

With few exceptions, unions are far weaker in Puerto Rico than on the main- 
land. This is true to some extent in coverage and even more so with respect to 
bargaining strength. There are many factors responsible for the lack of strong 
unions in Puerto Rico. The continuing large volume of unemployment un- 
doubtedly plays an important role in this situation. Many workers are more 
concerned about job opportunities and job continuity than about higher wage 
rates. Also, there appears to be a lag in developing strong and responsible union 
leadership. Of eonsiderable importance is the fact that the Government, being 
liberal and labor-oriented, is looked upon by the workers as a more fruitful 
benefactor than unions. 

It is quite clear that wage rates in Puerto Rico have been increased far more 
through the minimum wage activities of the Federal and Commonwealth Gov- 
ernments than by the process of collective bargaining between labor and man- 
agement. Even in collective bargaining, it has been said that union leadership 
leans heavily on the Commonwealth government to secure benefits and to pre- 
vent or intervene in strikes. Unions in Puerto Rico appear to concentrate more 
of their energies on securing beneiicial legislation and other help from the gov- 
ernment than on effective bargaining. This reliance on government may well 
have brought far more benefits to the workers in the past than reliance on or- 
ganizing themselves into strong unions. On the other hand, this whole approach 
may well preclude the emergence of a strong and independent labor organiza- 
tion. The very fact that the workers rely so heavily on governmental action 
may be a big factor in their failure to develop effective unions. 

The development of strong and responsible unions and of effective collective 
bargaining is part and parcel of the evolution of an industrial democracy. Also 
the wage structure, as well as the general level of wage rates in Puerto Rico, will 
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more realistically serve the well-being of all of the people in Puerto Rico in 
the long run if a stronger labor movement were to develop and if wages were 
to become more and more the product of collective bargaining, rather than the 
product of governmental determination. Minimum standards should of course be 
set through governmental action, but they should be minimums and not prevail- 
ing wage rates. Differentials among industries should ultimately be the result 
of collective bargaining. Certainly a more rational wage pattern above ap- 
propriate minimums can be expected to exist only as and if the union movement 
grows in size and strength. 

This change obviously is going to take time. Meanwhile, administration of 
minimum wage policy should, wherever possible, be so conducted as to pave the 
way. One opportunity for strengthening union activity is suggested by the fact 
that one of the most serious shortcomings apparent in minimum wage proceed- 
ings to date has been the failure of witnesses representing Puerto Rican labor 
to make strong and convincing presentations, bolstered by adequate statistical 
and economic data. This defect may be gradually remedied as Commonwealth 
labor unions grow in strength and experience. In the meantime, consideration 
might be given to making arrangements whereby a technical staff in the Com- 
monwealth department of labor could assist them in analyzing their problems 
and preparing their testimony. 

We recommend to the Commonwealth government that a careful study be 
made of the whole union structure in Puerto Rico with a view toward determin- 
ing what steps can be taken to facilitate an environment within which union 
strength can be increased. Further, we recommend to American trade union 
leadership that organizational efforts in the Commonwealth be intensified. We 
believe that through strong and responsible unions and effective bargaining, it 
will be possible to diminish, over the years, the tensions and pressures over the 
minimum wage, which may otherwise become serious and have unfavorable 
consequences for both Puerto Rico and the mainland. 


9. MINIMUM WAGES AND TECHNOLOGICAL DEVELOPMENT 


There appears to be some tendency in certain quarters in Puerto Rico to resist 
mechanization and technological progress which may displace workers. Such 
views are understandable in light of the high level of unemployment and under- 
employment. It should be remembered that the fear of technological unemploy- 
ment was quite prevalent in the United States during the depression of the 
thirties. It is an attitude that is understandable but not desirable. The best 
interests of Puerto Rico will be served by stepping up productivity and reducing 
costs and making the economy more capable of competing with industries on the 
mainland and in other countries. 

The unemployment problem in Puerto Rico makes it imperative that more and 
more job opportunities be created through the development and expansion of 
economic activities. But protection of low productivity jobs by retarding tech- 
nological change is a step in the wrong direction. We believe it would be far 
better to achieve greater efficiency and, in the meantime, provide temporary as- 
sistance for displaced workers rather than try to protect jobs through resistance 
to mechanization. 

This problem is important in determining minimum wage policy. Higher wage 
rates are made possible by increased productivity. Also, higher wage rates serve 
as a spur to mechanization, greater efficiency and higher productivity. Puerto 
Rican industry will only be capable of paying wage rates more nearly approach- 
ing the mainland pattern when productivity per worker approaches the main- 
land levels. 

There are, of course, industries dependent entirely on handwork where pro- 
ductivity is static. Where higher wages will not speed mechanization but will 
completely eliminate job opportunities, the situation is, of course, different. 
Obviously, the contention by employers that higher minimum will destroy their 
industry must not be accepted without careful consideration. However, there 
are instances in which this is probably true. For instance, in the home needle- 
work trades, a rapid and substantial rise in minimum wages will almost surely 
result in the destruction of many jobs. This need not be a complete bar to 
minimum wage action, but it suggests caution. Generally, however, it must be 
recognized that economic development depends on increasing productivity and a 
rising standard of living. Therefore, we recommend raising minimum wages 
even where it will speed mechanization. 





MINIMUM WAGES FOR PUERTO RICO AND VIRGIN ISLANDS 337 


. San Juan, P. R., December 1, 1955. 
Hon. CARROLL KEARNS, 


Caribe Hilton Hotel, 
San Juan, P. R. 


Dear Mr. Kearns: On behalf of Couture National Car Rental System, I 
should like to bring to your attention a situation which threatens to have adverse 
and far-reaching effects upon the sale in Puerto Rico of virtually all automobiles 
of American manufacture. 

Briefly, bills have been presented in both the Puerto Rico Senate and House of 
Legislature which, if enacted into law, would impose drastic increases in the 
excise tax paid upon automobiles introduced or sold in Puerto Rico and upon 
the annual registration fee requirements, both of which are already extremely 
high. For instance, at the present time a new automobile pays an excise tax 
equal to roughly 26 percent of the selling price thereof. We are attaching hereto 
examples of what effect the proposed legislation would have on certain types of 
American manufactured automobiles. You will note from the attached examples 
that cars with a selling price in excess of $1,800 will pay an almost prohibitive 
tax. It is quite apparent that the only type of cars that would be relatively 
unaffected by such a tax would be the small European manufactured vehicles 
which sell for a substantially lower price than the American standard size 
vehicles. 

Over 2 years ago Couture National Car Rental System pioneered in Puerto 
Rico in the establishment of a “Drive Yourself” and an airport limousine service 
for the benefit of the tourist and industrialization program which the Puerto 
Rico government is attempting to promote. Very frankly, if the proposed legis- 
lation becomes law, we will be forced to discontinue our business or else limit 
ourselves to the purchase of small European manufactured vehicles. 

We believe that the proposed legislation is confiscatory, unreasonable, and in 
the case of a company such as ours which established its operation in Puerto 
Rico in good faith and with the expectation of fair treatment, such legislation 
in effect constitutes a deprivation of property. We would be most appreciative 
of any help that you may be able to render in this connection in order to prevent 
the enactment of such unjust, confiscatory, and discriminatory legislation. 

Very truly yours, 
CouTURE NATIONAL CAR RENTAL SYSTEM, 
EuGENE 8. Hirst, 


Vice President—General Manager. 


Present and proposed insular tar 





Tyre of automobile, 1956 model Present tax | Proposed tax Increase 








Chevrolet station wagon ; $430. 11 | $570. 34 $140. 23 
hk) hig eR GRIT Ra RE ee ad : 452. 97 | 638. 89 185. 92 
Pontiac sedan. <¥ 447. 64 | 622. 91 175. 27 
658. 19 | 926. 64 | 268. 45 
497. 93 | 811. 90 313. 97 
| 





Present and proposed license plates 





year cost 








} Proposed 
Type of automobile, 1956 model | Present cost Pp repose first 
| 


Chevrolet sedan 4 
Pr ee ide eng men Oe ih ude Nims oehennenave ' 
— Kingsway sedan rea! 

BU OTe a i cheete dice biceen id etieh - -adewide ber -deu) 
Rental car plates ‘ 


| 
$37. 20 | $107. 06 
51. 40 | 120. 45 
108. 00 








! Approximately. 
Note.—Higher priced cars under this bill would be assessed over $5,000 for insular tax and license plates, 
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Chairman Barpen. Several other members of the committee have 
asked that various statements be included in the record. They will 
appear in the record at this point. 

(The statements referred to follow :) 


STATEMENT OF Jose SALAMAN, PRESIDENT, Loca UNION oF FACTORY AND RATLROAD 
WorKeErs Or Fasarpo, P. R. 


I am José Salamin, president of the local union of Factory and Railroad 
Workers of Fajardo, P. R. (Independent). 

I represent the workers employed in the Fajardo Sugar Co. and those employed 
in the Fajardo Sugar Co. development division, with an approximate registry 
of 800 factory and railroad workers. I am in charge of the union’s office located 
at 12 Jorge Bird Leon Street, box 112, Fajardo, P. R. 

The object of the meetings of this committee is to study and investigate the 
conditions in which Puerto Rican employees live and work. Among these are 
the workers employed in the manufacture and transportation of sugarcane 
which I represent at Fajardo. I believe it is very important to provide clear 
information of the methods of living of the industrial workers of the manufacture 
and transportation of sugarcane, especially those of Fajardo which I represent 
in this case because I really know the difficulty they are facing at this moment 
with a family group composed of 4 to 6 children of school age and without any 
opportunity for the future because all that the head of a household can do is 
to give them an elementary education for the following reasons: 

1. They are only employed 18 weeks of the 52 weeks of the year, with an 
average weekly salary of $33. The grinding season begins in the first days of 
February of each year and ends most of the times in the first or second fortnight 
of the month of June. This that I pointed out, gentlemen of the committee, is 
the grinding season in the manufacturing phase of the sugar industry in Puerto 
Rico. 

As shown above, during all their lives the employment of the workers of the 
grinding mills of Puerto Rico has been in such temporary periods that this only 
alleviates but does not solve their economic problems and the union believes 
that the best that can be done is to increase their salaries up to $1 per hour in 
order to compensate in part the disadvantageous way in which the employees 
of the manufacture and transportation of sugarcane work in this island. 

The union understands that it is important to point out that the increase in 
the salaries in Puerto Rico is justified. If the salaries are not increased it 
cannot be possible to subsist because the actual inflated cost of life of the Puerto 
Rican consumer will be doubled as soon as the increase of salaries in the conti- 
nent becomes effective. This does not seem so far off because Congress has 
already approved such legislation. The fact is that when said increases become 
effective on the mainland it necessarily will be reflected in the cost of production, 
elaboration and transportation of the articles elaborated by the mainland work- 
ers regardless of their market. Puerto Rico, being one of the best clients for 
the products of the mainland United States, will be obliged to face an additional 
problem in regard to the new increase in the cost of living. This will result in 
another blow at the purchasing power of the workers that I here represent. 

2. That the prime articles have been enormously increased during the Korean 
war. These articles are as follows: Rice, sugar, corn, cow feed, cornmeal, 
potatoes, all kinds of sauces, lard, cigarettes, ham, raw and ground coffee, etc., 
pig’s feet, codfish, chick peas, all kinds of beans, Klim milk, and other powdered 
milks. The increase in prices has affected such articles as furniture and kitchen 
utensils. 

It is necessary to make clear that a minimum budget for the nourishment of a 
Puerto Rican family composed of six members was made by Dr. H. J. Axtmayer, 
who was a member of the faculty of School of Tropical Medicine, an authority 
in dietary matter, at the request of the minimum wage board. Dr. Axtmayer 
prepared a balanced weekly diet of those foods consumed usually in Puerto 
Rico and which have the highest nutritional value and which can be acquired 
at a minimum price. 

This study was made for family consistive of 6 members as follows: a 4-year-old 
boy ; another from 5 to 13 years old: an adult male moderately active, older than 
20 years; another very active, older than 20 years: a girl from 4 to 19 years; and 
a woman, moderately active, older than 20 years. The foods included in this 
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diet are such as fresh milk, sweetpotatoes, plantain, yautias, potatoes, oranges 
or grapefruits, kidney beans, chick peas, gandules, lettuce, pepper, rice, cabbage, 
pumpkin, string beans, papayas, ripe bananas, fruits, eggs, codfish, meats, flour, 
lard, oil, and sugar. 

The cost of this diet amounts to $14.66 per week in June 15, 1942, making a 
total expenditure on food during the 52 weeks of the year of $762.32. An addi- 
tional expense for clothing, rent, light, fuel, furniture, laundry, medical treat- 
ment, personal hygiene, transportation, amusements, education, and miscellaneous 
expenses makes a total of the above-mentioned date of $1,415.32 per year. 
Seven years later, that is, in the year 1949, the cost of life registered another 
raise of $1,800 for the same family. 

For the above reasons, the union understands that an increase up to $1 per hour 
in the salaries of the workers will not cause substantial disemployment in the 
industry to which we are referring and in which these employees that I 
represent. : 


MEMORANDUM SUBMITTED BY THE GENERAL CONFEDERATION OF WORKERS (INSULAR 


WORKERS ORGANIZATION ) IN BEHALF OF ITS MEMBERSHIP AND ALL WORKERS OF 
PUERTO Rico 


In the first place we want to express our deep satisfaction for the interest 
demonstrated by the Congress of the United States of America in designating 
this factfinding committee in its aim to improve the standard of living of our 
workers through decent salaries and better working conditions. Accordingly, 
we want to state the following: 

1. Even though we are not totally against the industrial committees which 
have been visiting us periodically, due-to the fact that the latest amendments 
introduced in their structure makes their purpose more efficient, nevertheless 
we are in favor that the United States Congress would enact legislation fixing 
a minimum wage for workers of Puerto Rico, which are also American citizens 
as the ones of the mainland ; allowing the labor organizations, after the approval 
of such an act, to keep on struggling for better wages over the minimum wages 
that could be established, as it is the case in the mainland. 

2. It is a known fact the weakness of our labor movement in Puerto Rico due 
to the split in our labor organizations done by partisans, strange to labor. There- 
fore, it is gratifying to us the presence in Puerto Rico of this fact-finding com- 
mittee of the Congress of the United States. We have no doubt that the work 
of this honorable committee is going to be of great benefit to the workers of 
Puerto Rico. 

3. We want to remark, emphatically, that a form of slave labor has been estab- 
lished in this island through the so-called industrialization program, in which 
industries from the United States are moving down to Puerto Rico tax-exempted, 
technically and economically helped, and are paying our workers starving salaries 
of 28, 30, and 35 cents an hour for the same job classification in which in the 
United States pays a dollar and over an hour. 

4. Official statistics show that the cost of living in Puerto Rico has gone up 
198 percent as a total, since 1941. Food has gone up to 235.9 percent; clothing 
145.6 percent ; house rent 132.4 percent; household goods 150.1 percent ; and mis- 
cellaneous articles and services, 165.4 percent. If the wage rates of the work- 
ers would have followed up to cope with the cost of living the conditions of our 
workers would have been a lot better. But this has not been the case. 

5. Statistics also show that the average take-home pay of our workers for all 
manufacturing industries in our island as of June 1955, is $19.65. This average 
at a first glance seems rather high because it includes some factories which have 
wages around 50 cents an hour and a few with a 75 cent minimum, but the truth 
is that in the big majority of our factories thousands and thousnds of our 
workers struggle for life with wages ranging from $11 to $15 a week. 

These are statistics from the Department of Labor of our Commonwealth 
which can be checked at any time. 

6. The average number of members per family in Puerto Rico is around five. 
Most of the products we consume as food, clothing, shoes, household goods, 
medicines and so forth, are imported from the States elaborated by continental 
workers, decently paid, and for which our workers have to pay the fixed United 
States prices plus transportation. 
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By what act of providence can these workres and their families survive 
under these miserable conditions of such a high cost of living and a low take-home 
pay? 

7. For the last 2 years the average in the cost of living of 198 percent has been 
static, regardles of the help given by the sporadic Federal wage committees 
that have visited us fixing some higher minimums in some industries. Also 
through the unions’ own efforts in bargaining, wages have been raised a few 
eents per hour; but very little has been done by other people to counterbalance 
the big difference between the cost of life and the low acquisitive power of 
our worker, that forces him to thrive in a very low standard of living. 

8. It is motive of great happiness and content to have you here with us. You 
represent thousands of American citizens who elected you to Congress to have 
a close watch in keeping their well-being and prosperity in an ever-ascending 
scaie. 

In the fulfillment of these duties you are not responsible to a State or county, 
you are responsible to ail the people living under the American flag. We are a 
part of that people, loyal, and law-abiding citizens and you are our representa- 
tives in Congress. We have faith in you, in your democratic way of think- 
ing, and your American way of life, and that is what the workers of Puerto Rico 
expect from this honorable committee, a square deal and a fair treatment. 

Puerto Rico is a place under the American flag. Our workers, American citi- 
zens, are living in anguish and despair, but they have a great faith in your 
sense of justice, and in what you have accomplished for your people in the 
mainland you can also accomplish for us in Puerto Rico. 


Santurce, P. R., December 2, 1955. 
CHAIRMAN, House COMMITTEE ON EDUCATION AND LABOR, 
San Juan, P. R. 

Sir: I herewith submit for your consideration a memorandum about the fixing 
of minimum wages for Puerto Rico, United States of America, which I consider 
it will be of some value in considering to establish a fair social justice in this 
Territory of our Nation, the United States of America, inhabited by American 


citizens. 
Respectfully, 
Luis G. Ateca, Industrial Engineer. 


(The statement referred to follows :) 


STATEMENT OF Luis G. ATECA, INDUSTRIAL ENGINEER 


We are all interested in establishing a fair social justice in this Territory of the 
United States inhabited by American citizens. 

We aim for an economic reform based on the Christian principle.of fair treat- 
ment for the worker, since the well-being, physical, and intellectual of the laborers 
is of essential importance in any community of the United States of America. 

It is of paramount importance to elevate the standard of living of the worker ; 
instead of considering him a slave or a piece of merchandise, he should have fair 
wages according to his work. The abundance of workers should not mean 
cheap labor and, moreover, the worker should be entitled to a participation or 
share of the benefits of the production. Thus the working class in this Territory 
of 2% million inhabitants would have a fair standard of living in accordance with 
conditions existing in the United States of America, our Nation. 

The 2ist of June 1955 the Governor of Puerto Rico attended a public hearing 
in Washington about the fixing of minimum wages for National Territories, 
including Puerto Rico. The Governor opposed the congressional formula for 
increase in wages, which was based on reasonably just and moral principles. 
His attitude is incompatible with the postulate of the right to live of the Federal! 
Constitution which we have proclaimed as a determining factor in our life. 

The Governor of Puerto Rico criticized the legislation approved by the Federal 
Senate: (1) As a measure profoundly dangerous for the economic development of 
the island; (2) as a cause for reduction of jobs; (3) as a formula based on 
moral principles ; and (4) asa loss of self-government. 

The Governor of Puerto Rico knows that his four arguments are neither correct 
nor convincing ; he ought to know that such a law is profoundly beneficial for the 
economic development of the country; he should know that it would bring a 
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differential in the level of wages sufficient to guarantee a reasonable benefit on 
account of the just reproductiveness in the inversion of capital; he also ought 
to know that, opposing it, he is hurting the justice and well-being of the 
community. 

Why should the increase in wages cause a reduction of jobs? Why should it 
happen here if it does not happen in the mainland, the cause being one and the 
same? 

A formula based on moral principles would prevent the defenseless laborer 
from being exploited by a dechristianized and materialistic industrialist. 

And a loss of self-government? No. What happens is that here prevails an 
egotistic orientation of economy which results in squandering of comfort and 
riches for the few, and misery and privations for the great majority. 

Mufioz Marin rose to power on a platform of social justice. How can he then 
foster such inequality in the distribution of capital? How can he be against 
wage increases in proportion to human necessities? How can he oppose par- 
ticipation of the worker in the profits of the production? How can he oppose 
the Federal Congress when legislating to guarantee. decent conditions of work 
for the masses of this island? 

Would it be strange then to judge him as an ally of the powerful and the 
rich, and as an enemy of the helpless and the poor, besides being a poor servant 
of the people to whom he promised social justice? 

If the Federal Congress does not intervene, our present economic orientation 
will continue at the expense of unscrupulous industrialists ; such conditions are 
against the domestic life of our people; that is, against the peace and honor of 
the Puerto Rican home, against the education of the poor children, against 
the enjoyment of a decent standard of living to which the Puerto Ricuns, as 
American citizens, are entitled. 

The intervention of the Federal Government to protect the rights of the workers 
and the organization of such workers subject to laws which regulate such organi- 
zation for the common good can develop and establish a truly Christian social 
system. If not, the reaction of the people is to be expected. Mufioz Marin will 
encounter ample retaliation for his unfulfilled promises, for his disloyalty and 
for his mistaken social justice. 

It is a fact that Puerto Rico is part of the United States and that all Puerto 
Ricans are American citizens. 

According to the Constitution of the United States every American citizen 
has rights and obligations. At the same time to the Federal Government cor- 
responds the guaranty of the rights of its citizens. Therefore the Puerto Ricans 
expect that same guaranty. 

The issue at the moment is that the working class in Puerto Rico should be en- 
joying the same fair practices as all the workers residing legally in American 
territory. 

The Federal Government has the responsibility to see that the laborers in 
Puerto Rico receive wages to insure a fair standard of living in accordance with 
conditions existing in this territory under the sovereignty of the United States 
of America, our Nation. 

It is well known that the physical and intellectual well-being of the workers is 
of essential importance from the point of view of the United States Government 
and consequently work must not be considerd as a merchandise. The abundance 
of workers should not mean cheap wages, as it happens in Puerto Rico. On the 
contrary, the worker should be paid according to the principle of equal wages for 
a work of equal value. Thus the worker will be able to live decently and enjoy 
with dignity the functions of the American system. 

The Federal Government does well in taking interest in what is going on in 
Puerto Rico, a territory with more than 2% million American citizens, under 
the direct and immediate jurisdiction of the American Congress which has the 
right and the duty to intervene in its defense. 

In Puerto Rico we have an unhappy majority enslavd by a selfish minority. 

The great majority here is claiming for the intervention of the Federal Con- 
gress to avoid greater suffering than at present. 

The insular government of Puerto Rico is trying to develop a program of indus- 
trialization by which the following conditions prevail : 

1. Preponderance of the capitalist. 

2. Abuse of the worker by the employer. 

3. Defenseless surrender of the worker. 

4. Egotistic orientation of the economy. 
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5. Progressive disparity of social Classes. 
. Misery for thousands of citizens. 

7. Indifference of the insular government toward its duty: the defense of the 
well-being of the people. 

There is a big task to be done in order to amend such errors. 

The insular government is trying to industrialize Puerto Rico on the follow- 
ing basis: 

1. In the mainland we have the best buying market in the world. 

2. Abundance of workers means cheap labor. 

3. A bountiful protectionism which, among other things, includes total: tax 
exemption for new industries in Puerto Rico, consequently they are exempt 
from Federal tax, too. 

We enjoy No. 1 because Puerto Rico is an American Territory. 

No. 2 is against the inalienable rights of any American citizen. 

With No. 3 the insular government is showing inexplicably unfair discrimi- 
nation. 

With our commerce with the United States customs free, and with the best 
buying market in the world, why should this American Territory ignore the 
right of the worker to earn decent wages? Why does not the Federal Govern- 
ment intervene in defense of the Puerto Rican-American citizen? Why is it 
impossible to pay the American citizens of Puerto Rico adequate wages to insure 
the same living conditions of the American mainland? 

Certainly the American Congress, in this matter, has not fulfilled its duty to 
the American citizens of Puerto Rico. 

Is this lack of equilibrium between capital and labor social justice? Is it 
social justice to pay the worker wages lower than what is necessary even to 
exist miserably? Why ignore the worker as a producer of riches? Why does 
the insular government patronize new industries, caring for their interests and 
conveniences and protecting them to the limit? 

Wages are the termometer of the intellectual, moral, and material condition 
of the working classes. When the wages rise the life of the laborer is more com- 
fortable and hygenic, health improves, delinquency decreases, governing and 
enforcing of laws become easier. 

Here, not only the laborer does not earn enough, but his children have to leave 
school at an early age to go to work. Here the insular government patronizes 
an industrialization where the employer, taking advantage of the privations and 
misery of the laborer, exploits him while helping absentee owners to build a 
fortune. 

The Federal Congress certainly must take a firm hand in defense of the 
Puerto Rican worker and prevent the increase of the misery of millions of 
American citizens as against the progress of economic freedom in American 
territory. 

The bountiful protectionism of the new industries works as follows : 

. The insular government constructs the industrial buildings and leases them. 
Supplies them with the operating capital. 

It trains, gratis, the personnel for production, supervision, and management. 
It grants full tax exemption for 10 years. 

It helps the industrialist to take advantage of the cheap labor. 

It protects all their interests. 

They compete advantageously with the continental industries. 

. They exploit this community of American citizens by paying low wages. 

In order to remedy the situation we ought to: 

1. Pay decent wages. 

2. Establish the participation of the workers in the profit. 

8. Establish the reinversion of surplus profit in the acquisition of the build- 
ing, in improvements and enlargement, and in helping the special fund for indus- 
trial development. 

If all the above can be carried out, our aim will be accomplished instead of: 
“All for the industrialist, nothing for the worker.” 

Let us hope that social justice will be done according to the Christian law: 
“Live and let live.” 


QD VS OU He G9 ND pt 
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San Juan, P. R., December 2, 1955. 
Hon. GRAHAM BARDEN, 
Chairman, Education and Labor Committee, 
House of Representatives of the United States 


GENTLEMEN: The undersigned is a Puerto Rico citizen of the United States, 
ex-president of the union of dock employees of Puerto Rico and ex-vice-president 
of the CGT (CIO). Besides as a reminder to Your Honor in your capacity as 
president of the Education and Labor Committee of the House of Representatives 
of the United States, now holding public hearings relative to minimum wages 
to be applied to Puerto Rico, to which committee I appear by means of this 
statement. I am also transcribing herewith a cablegram on the same subject 
which I sent Your Honor on June 14 of this year, which reads as follows: 

“As labor leader in the port waterfront I feel greatly disappointed that by 
direct legislative action of Congress they may impose on Puerto Rico the mini- 
mum wages established by such legislation. Its effect quote would be not only 
to erush our industrialization plan—now well ahead, we add—but to decree 
the collapse of the Puerto Rican economy, end of the quote as set forth in the 
editorial page of our daily El Imparcial in its issue of this date. We might 
add that a grave unemployment crisis would be forthcoming with no foreseeable 
end, entailing wretchedness and starvation among our defenseless people. Both 
as Puerto Rican and American citizens we raise our humble voice of disap- 
proval to that legislation, which has all the appearances of a dictatorial mandate, 
even through Congress never intended it to be construed that way. If finally 
imposed upon us such legislation would be the excuse for some discredited poli- 
ticians with no popular backing to enthrone demagogy in our quiet environment.” 


(Signed) Jost A. CrnTRON RIVERA. 


Considering that to express the specific economic reasons by which I am 
opposed to the imposition by the United States of the minimum wage on Puerto 
Rico that they have established for your own continental territory will be con- 
sidered an unnecessary repetition, I will limit my testimony briefly to the 
political and social aspects of the problem. 

This is an island which, due to its present association with the political system 
of the United States, is a part of the continental territory; we are a domestic 
area not only to the effect of our sugar industry, but also to the effect of all 
our industrial production, which, compared with that of the continental territory 
is just in its infancy. And this is one of the reasons why it will be an absurdity 
to impose to Puerto Rico the rigorous minimum wage that has been approved 
and that has been approved and that in the future may be imposed to continental 
industries. The industries in continental United States, due to the present state 
of their development and expansion, cannot be compared with those in our own 
insular Territory which are just in an incipient state. 

Would the industrial production of the United States of America endure 
in its beginning the present minimum wage of $1 per hour? Under the sense of 
righteousness which is prevalent in the United States, Puerto Rico will not suffer 
the tragedy of such anachronism. 

The acts of Congress restraining the production and refining of sugarcane 
in our insular Territory, benefits at our expense a third producer that under 
the present political system of the United States is not a part of its territory and 
is, on the other hand, an alien area of production. I am referring to Cuba, an 
independent and sovereign country. 

Considering the resemblance in one way or the other between said industry 
and the other industries in our insular Territory, the economic conditions of 
which depend on our political relations with continental United States, we cannot 
refer to casuistry the conditions of our sugar industry. All these conditions 
stand against the imposition by Congress to the insular Territory of the minimum 
wage established for continental United States. These are facts determining 
in time and space the great economic and social distances between the insular 
Territory of Puerto Rico and the continental territory of the United States of 
America. 
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If competition is the active coincidence between nations, and is the active 
coincidence within the territorial and political divisions of each nation, so as 
to develop and win in the struggle for life, in our case—between the people of the 
continental territory and the people in the insular Territory—it means our right 
to assert ourselves and to dominate. International life is the universal field 
for competition and conflicts. The same is true for the national life. You, the 
continental people, and we, the insular people, constitute, judicially a national 
body. If a member of the national body shows a serious disorder or disturbance 
in its functioning, the rest of the body by necessity will not be able to enjoy 
the natural euphoria allowing a feeling of health and happiness. 

In the case under consideration a new and broad concept of life must come 
to our aid, as new is our juridical status as a commonwealth in the national 
unity, so as to establish itself firmly in the association established, and in a 
practical and positive cooperation that voids the concurrent conflicts and 
antagonisms. 

The problem of a minimum wage for Puerto Rico cannot be solved in justice 
if the possibility implicit therein to industrialize our insular Territory thoroughly 
is forgotten. 

In concluding my statement I wish to state that to impose to us the minimum 
wage established for continental United States is, plainly, as our great leader, 
Luis Mufioz Marin has said, to drain the fountain of wages of our money earners, 
and I add, it would be to submit us not only to physical starvation but moral 
starvation as well, a situation that should be eradicated from the human relations 
of reciprocity that should always prevail between our countries: i. e., between 
the people of continental United States and the people of the insular Territory 
of Puerto Rico. 

Respectfully submitted. 


José A. CrntTRON RIVERA. 


SENATE oF PuERTO Rico, 


San Juan, P. R., December 2, 1955. 
Hon. GRAHAM A, BARDEN, 


Chairman, Committee on Labor and Education, 
House of Representatives, United States. 


Dear CONGRESSMAN BARDEN : On behalf of the Puerto Rico Independence Party, 
I have the honor to submit to your committee the enclosed memorandum on our 
position on the problem of the minimum wages for Puerto Rican employees work- 
ing in industries engaged in commerce between Puerto Rico and the United 
States. 

Respectfully yours, 
Dr. GILBERTO CONCEPCION DE GRACIA, 
President, Puerto Rico Independence Party. 


(The memorandum referred to follows:) 


MEMORANDUM SUBMITTED BY THE PveEeRTO Rico INDEPENDENCE PARTY TO THE 
MEMBERS OF THE COMMITTEE ON LABOR AND EDUCATION OF THE House oF ReEp- 
RESENTATIVES OF THE UNITED STATES, VISITING PuERTO Rico, ON MINIMUM 
WacGes FoR EMPLOYEES WORKING IN INDUSTRIES ENGAGED IN COMMERCE BE- 
TWEEN PvuERTO RICO AND THE UNITED STATES 


The Puerto Rico Independence Party,"principal opposition party in the island, 
with representation in the Puerto Rico Legislature of 10 members in the house 
and 5 in the senate, respectfully submits this memorandum to the members of 
the Committee on Labor and Education of the House of Representatives of the 
United States, visiting Puerto Rico, on minimum wages for employees working 
in industries engaged in commerce between Puerto Rico and the United States. 

Since 1898 the United States maintains in Puerto Rico a colonial system of 
government which, besides depriving our people of the enjoyment of their 
natural sovereignty, imposes on them a regime of exploitation of their resources 
and severe restrictions on the development of their economy, as well as an 
extremely high cost of living. This high cost of living is the outcome of the 
monopoly market existing in Puerto Rico for the benefit of American producers 
and manufacturers under the effects of the tariff laws, the coastwise shipping 


laws and the so-called free-trade relation between the United States and Puerto 
Rico. 
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To pay that extremely high cost of living—in fact, 20 percent higher here than 
in the levels prevailing in the United States—it is but a matter of justice to 
demand equal wages as those paid in the States for similar work for Puerto 
Rican employees engaged here in commerce between Puerto Rico and the United 
States. That is why we favor an equal wage level as that prevailing in the 
States for Puerto Rican iaborers now subject to the Fair Labor Standards Act. 

Our position being that Puerto Rico be empowered to enjoy her full national 
sovereignty, we do hold that the authority to fix wages to all industries estab- 
lished in the island should be vested in the Legislature of Puerto Rico, with 
no interference at all from the Congress of the United States. That authority, 
we affirm, must be exercised to provide Puerto Rican employees with wages 
sufficient to cover all their needs, as well as with a share of the benefits obtained 
by the industries in which they work by the way of a fair compensation of their 
labor. 

Within the existing governmental setup, the fact is that the Congress of 
the United States has only endowed the Puerto Rican Legislature with dele- 
gated powers to legislate on wages and hours, and even that delegation of 
powers is subject to the legislation passed by Congress on that matter. 

Up to now, the present government of Puerto Rico has exercised those dele- 
gated powers to provide a low standard of wages. In fact, the wages fixed 
so far for local industries are exceedingly low. Although the minimum-wage 
law of Puerto Rico was passed in 1941, the board has not issued a single wage 
order for several industries and businesses employing thousands of workers 
inadequately compensated. 

At this time, it is opportune to point out these two facts: That Puerto Rican 
employees working here in industries engaged in commerce between Puerto 
Rico and the United States are likewise subject to the minimum-wage law 
of Puerto Rico, and that, under the provisions of section 18 of the Fair Labor 
Standards Act, the Minimum Wage Board of Puerto Rico may provide these 
employees with higher wages than those established under the Federal law. 
But the deliberate policy of the present Government of Puerto Rico has been 
not to fix wages at all to these employees, with 1 or 2 exceptions, with the 
natural consequence that, having power to correct here, even in a partial way, 
the significant differential existing in the wage levels between Puerto Rican 
and American employees under the Fair Labor Standards Act, not a single step 
has been taken so far to undo that injustice. 

The policy of the present government of Puerto Rico to maintain a low 
standard of wages in the industries of the island covered by the Federal law 
is obvious. That is clear from the fact of the inaction of the minimum-wage 
board concerning these industries. That policy is further confirmed by the 
strong opposition of the government of Puerto Rico to the recent bill of amend- 
ments to the Federal law providing for an increase of one-third in the wages 
existing in Puerto Rico. 

The Puerto Rico Independence Party ratifies today before this congressional 
committee its firm endorsement to the policy that in the industries of Puerto 
Rico covered by the Federal law the wage standards must be equal to those 
prevailing in the industries of the United States for similar work. We demand 
that the authority to fix such wages should be vested in the Legislature of 
Puerto Rico. Our position is that, for the time being and until the problem 
of sovereignty of Puerto Rico is decided, it is the inescapable duty of the present 
government of Puerto Rico, within the power delegated by Congress and accord- 
ing to section 18 of the Fair Labor Standards Act, to increase wages in these 
industries to the standards above mentioned. 

If, on the other hand, the present government of Puerto Rico refuses to pro- 
vide such increases in wages under the local law, it is the responsibility of 
the Congress of the United States—which maintains our people under a colonial 
system—as a matter of justice deserved by our workers, to assure them, within 


the Puerto Rican realities, the same wage standards now enjoyed by American 
industrial emplovess. 


Chairman Barpen. We scheduled a total of 33 witnesses. We did 
our best to get representative spokesmen from all sides of the picture, 
from government, labor, and management. 

I think, even though it might be bragging just a bit, we did pretty 
well to hear a!l but the three who are not now here. And they can file 
their statements, which will be made a part of the record. 
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It has been a pleasure to have you good folks cooperate with the 
committee. I want to thank all of you. 

Mr. J. B. Garcia-Ménpez. May I take the liberty to congratulate 
you and the committee for the fine job you have done, and thank you 
on behalf of all the people of Puerto Rico for coming down and hear- 
ing our testimony. 

Chairman Barpen. Thank you, sir. 

The committee will stand adjourned. 

(Whereupon, at 7:40 p. m., the committee was recessed, to be re- 


convened at 2 p. m., December 5, 1955, in the Government House, St. 
Thomas, V.1.,U.S. A.) 











MINIMUM WAGES FOR PUERTO RICO AND THE VIRGIN 
ISLANDS 


MONDAY, DECEMBER 5, 1955 


Unrrep Srares Hovse or Representatives, 
ComMiITT£E ON EpucaTiIon AND Lapor, 
Charlotte Amalie, St. Thomas, V. J. 

The committee met at 2 p. m., pursuant to recess, in the Government 
House, Charlotte Amalie, Hon. Graham A. Barden (chairman) pre- 
siding. 

Present: Representatives Barden, Smith, and Coon. 

Present also: Charles K. Claunch, Acting Governor, Virgin Islands, 
USA. 

Present also: John O. Graham, minority clerk; Edward A. McCabe, 
general counsel; Russell C. Derrickson, chief investigator, Committee 
on Education and Labor. 

Chairman Barpen. The committee will come to order. 

Governor, I want to thank you for the many courtesies already ex- 
tended to us, and I appreciate your making arrangements for us to 
have this hearing. 

The committee is here for the purpose of listening to your testi- 
mony, and to obtain whatever help you can give us in our study of the 
Fair Labor Standards Act as it applies to the Virgin Islands and 
Puerto Rico. 

I believe the first witness is Mr. Edmund Penn. 

Will you come around, please, and identify yourself for the record. 


STATEMENT OF EDMUND L. PENN, WAGE AND COMPENSATION 
OFFICER, ST. THOMAS AND ST. JOHN, V. I. 


Mr. Penn. Mr. Chairman, for identification, I would like to state 
that my name is Edmund L. Penn, and my position with the govern- 
ment of the Virgin Islands is wage and compensation officer, in which* 
capacity I am responsible for the administration and enforcement of 
our local igen ti law. 

In my presentation I will cover briefly the employment end of the 
activities of industries engaged in interstate commerce in these two 
islands. This data does not, however, constitute a complete analysis 
of employment in the industries, but contains such currently available 
information as is believed to be of interest to your committee in its 
investigation. 

The principal industries in these two islands engaged in producing 
and handling goods in interstate commerce are the manufacturing of 
rum, bay rum, jewelry, wearing apparel, pearl buttons, handmade 
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slippers, handmade straw goods, needlework, ballpoint pens, shipping 
and transportation, banking, wholesaling, trucking, and communica- 
tions. 

Most of these industries are small and function sporadically. At 
the present time they are employing approximately 560 workers, and 
a number of these are not full-time employees. This figure fluctuates 
from month tomonth. The West Indian Co., Ltd., is the largest single 
employer in shipping and wholesaling. 

There is no specific period of peak employment in these industries. 
Employment is fairly stable in banking, wholesaling, trucking, and 
communications. In shipping and transportation employment in- 
creases slightly during the winter months. In the other concerns, em- 
ployment fluctuates depending upon the market for the goods they 
produce. 

As you know, the Fair Labor Standards Act applies to these in- 
dustries. Under its provisions, minimum rates are established by 
wage order upon the recommendation of special industry committees. 
The present statutory rates fixed in 1951 under that system are as 
follows: 

Alcoholic beverages : 
a ee $0. 40 
All other 45 
Bay rum, toilet preparations sii. 0c ek LL 
Shipping and transportation 
Except wind-driven vessels 
Wholesaling and trucking 
Banking, insurance, real estate 
Communication, other public utilities__._..___._...-_.-_---__---_--__-__-- 
Construction 
i ES TE ELS Sie an Oe Lae epee Se roe IN 
Fruit and vegetable packing—Farm products assembling 
Doll industry 
Shipbuilding and boat building and equipment industry 
Handmade straw goods: 
Hand weaving, hand sewing 
CO I creat din Shelled eh ance mecatn ehtpn aginchwirp stig waresiegtindlal 
Meatpacking . 37 
ye SR RE a es ee ae Leis NTT See . 45 
miaceRanemms (neuer. 3 6 Sa - 0. TES . 40 


_ A large percentage of the workers in the manufacturing of liquor, 
jewelry, wearing apparel, poor’ buttons, ballpoint pens, handmade 
goods, wholesaling and trucki 


ng are receiving exactly the legal mini- 
mum and no more. In the other industries such as banking, com- 


munications, shipping and transportation, a majority of the workers 
are paid fixed salaries and hourly rates at different levels above the 
minimum. 

It is a practice of some employers in industries where a legal mini- 
mum is set to use that minimum only as a starting wage rate which is 
paid to beginners unskilled and temporary workers, but workers with 
varying degrees of skill are paid above the minimum as a regard or as 
an incentive. Generally, the regular staffs of most concerns are paid 
at higher rates than temporary workers. For that reason, during a 
period of peak employment a survey will show a larger proportion of 
workers receiving no more than the legal minimum than during a 
slack period. 
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The act, as it applies to these islands, is administered and enforced 
by the Territorial irector, United States Department of Labor, San 
Juan, P. 

This covers, in brief, certain phases of employment in interstate 
commerce in the Virgin Islands under the Fair Labor Standards Act. 
In closing, I wish to say that I am very grateful for the opportunity 
to appear before your committee, and I hope the information I have 
furnished will be of value in your investigation. 

Chairman Barpen. Thank you, sir. 

General Smith ? 

Mr. Smiru. Who owns the telephone company here? 

Mr. Penn. The government owns the telephone company. 

Chairman Barpen. There are no private communications then on 
the island ? 

Mr. Penn. We have the cable office that is owned by private enter- 
prise. 

I should state that I believe that the government owns the telephone 
company, but overseas communications and that sort of thing would 
naurally fall under the interstate commerce laws. 

Mr. Smiru. What does this meatpacking consist of? 

Mr. Penn. We have no meatpacking in St. Thomas. I have no 
information on St. Croix, but I believe it applies to St. Croix. We 
have that in St. Croix. 

Mr. Crauncu. They have a place in St. Croix where they do pack 
meat and ship it to Puerto Rico. 

Mr. Penn. Yes. But I have no information on that. The list I 
read off was a list that is applicable to both islands, St. Thomas and 
St. John and St. Croix. 

Mr. Smiru. Do you have an office over in St. Croix? 

Mr. Penn. Yes, we have an oflice in St. Croix. 

Mr. Smiru. That is all. 

Chairman Barpen. Mr. Coon? 

Mr. Coon. I do not have any questions. 

Chairman Barven. Let me ask you one question. 

You say the government owns the telephone company now. You 
were referring to the Federal Government? 

Mr. Penn. No. The local government. 

Chairman Barpen. The local government ? 

Mr. Penn. Yes. 

Chairman Barpen. They own the telephone company ? 

Mr. Penn. It owns the telephone company. 

Chairman Barven. Thank you very much. 

Mr. Penn. Thank you, Mr. Chairman. 

Chairman Barpen. Next is Mr. Brewer of the St. Thomas Chamber 
of Commerce. 

Would you identify yourself for the record ? 
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STATEMENT OF E. LEONARD BREWER, PRESIDENT, ST. THOMAS 
CHAMBER OF COMMERCE, ST. THOMAS, V. I. 


Mr. Brewer. I am E. Leonard Brewer, president of the St. Thomas 
Chamber of Commerce. 

Mr. Chairman and members of the committee, the Chamber of Com- 
merce of St. Thomas respectfully presents to you, for your considera- 
tion, its views in connection with the application of the United States 
Virgin Islands of minimum wages established by Congress under the 
Fair Labor Standards Act, as follows: 

When the Federal law was enacted by the Congress, in its wisdom, 
it recognized the difference in the economic conditions in the Virgin 
Islands and the United States mainland. With this in mind provi- 
sions were made to permit the payment of lower hourly wage rates 
than the minimum established by Congress for industries and activities 
in these islands. These lower rates had to be approved and recom- 
mended, after proper study, by industry committees which were 
created for that purpose. Throughout the years this arrangement 
has worked very well. 

As a matter of fact, the conclusions of these committees have been 
so fair and reasonable that their findings have been used as a basis for 
determining minimum wage rates in the islands. 

The conditions and reasons for the decision made by Congress at 
that time have not changed, and exist in like manner today. 

The marked difference between the economy in these islands and 
the United States mainland, as a result of the limited industrial activi- 
ties here and the lower production of labor, justifies a lower minimum- 
wage rate than that in effect in continental United States. 

Further, gentlemen, since Federal minimum-wage rates only apply 
to those industries and activities in the islands that are engaged in 
interstate commerce, its application will seriously affect other busi- 
nesses in the islands, and could probably force them out of business. 

In view of the conditions outlined, this chamber of commerce re- 
spectfully urges the committee to recommend to the Congress of the 
United States a continuance of the industry committees to investigate 
and approve lower minimum-wage rates than those established by 
the Congress consistent with the economic conditions in the islands. 

Further, we should like to request that these industry committees 
be required to investigate and recommend wage changes, if necessary, 
every 2 years instead of every year as has recently been decided by 
Congress. 

The United States Department of Labor has already made arrange- 
ments for an industry committee to meet in the islands in April of 
next year to take such action under the present law as conditions might 
warrant. 

On behalf of the Chamber of Commerce of St. Thomas, I am grate- 
ful and feel honored to have been permitted to express our views to 
your honorable committee, which I do hope you will consider 
favorably. 

Thank you very much, gentlemen. 

Chairman Barpen. Thank you. Are there any questions? Gen- 
eral Smith ? 

Mr. Smiru. Do you have any unions here ? 
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Mr. Brewer. Yes, sir. 

Mr. Smiru. What ones are here? 

Mr. Brewer. We have a CIO union. I think it is now connected 
with A. F. of L. 

Mr. CLrauncn. And the musicians. 

Mr. Brewer. And the musicians’ union also, connected: with the 
A. F. of L. 

Mr. Smiru. Does the A. F. of L. have any industry workers here ¢ 

Mr. Brewer. I don’t think so. I don’t know. 

I think the CIO controls the industry workers. I think they are 
going to make a presentation. Some of the union representatives are 
here. 

Mr. Smiru. All right. 

Mr. Brewer. And I think they represent most of the industrial 
workers. 

Mr. Smiru. Do you consider there is an available supply of labor 
for any new industries that would want to come in ? 

Mr. Brewer. No, sir; we don’t feel there is a sufficient supply of 
labor here for new industries. 

Mr. Smirn. That isall. 

Chairman Barpven. Mr. Coon? 

Mr. Coon. I wanted to ask you a little about the industry 
committees, 

What constitutes the industry committees and how are they 
appointed ¢ 

Mr. Brewer. The industry committee is appointed by the govern- 
ment. Usually the Governor designates members of the industry com- 
mittee. They are usually composed of a member from business, a 
member from labor, and some public representative, someone from 
the public. 

Mr. CLauncn. May I interject something, Mr. Coon ? 

Mr. Coon. Yes. 

Mr. CLauncn. There are 2 members from industry, 2 members from 
labor, and 2 public. One of the public members is appointed from 
the United States proper and one from the Virgin Islands. 

Mr. Brewer. Two from each; that is right. 

Mr. Coon. Have they been checking into each industry annually in 
the past ? 

You would rather have it every 2 years than every year ¢ 

Mr. CLrauncu. Yes. 

Mr. Paiewonsky has been a member of the chamber of commerce 
executive board, and also a member of the industry committee. 

Mr. Coon. Do you feel they have been working pretty satisfactorily ? 

Mr. Brewer. Yes; absolutely. All businesses are satisfied with the 
actions of the committee, and the hearings have been held here 
annually. 

Mr. Coon. Thank you fora very good statement. 

Chairman Barpen. Mr. McCabe, the committee counsel. 

Mr. McCase. Why do you recommend review every 2 years instead 
of every year ¢ 

Mr. Brewer. That seems to be the feeling of the committees, that it 
is not necessary to review every year because the economic conditions 
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at least continue steady for a period of 2 years or more. And it also 
creates a greater expense to the Federal Government. 

Mr. McCase. Your organization feels that once every 2 years would 
be preferable because of the need for stability in your operations? 

Mr. Brewer. Right, sir. 

Mr. McCase. Has your organization attempted any study on 
whether a flat 25-cent increase would have a serious impact on local 
industry ? 

Mr. Brewer. We have no doubt about that, sir, because we feel that 
at the present time our economy would not be able to stand any in- 
crease of that sort. 

Recently our economy has suffered several reverses. We have lost 
the divorce business here. And even though we have been granted 
funds from the Internal Revenue, up to now we have not been able 
to feel the effects of that grant in our local economy. 

Mr. McCass. That is all, Mr. Chairman. 

Mr. Brewer. Mr. Chairman, would you mind Mr. Paiewonsky mak- 
ing a statement? 

Chairman Barven. We would be glad to have it. 

Mr. Brewer. He is a member of the industrial committee, and for 
quite a number of years. 

Chairman Barpen. Will you identify yourself for the reporter, 
please. 


STATEMENT OF IZADOR PAIEWONSKY, MANAGING PARTNER, A. H. 
RISE, INC., INDUSTRIES, ST. THOMAS, V. I. 


Mr. Parewonsxy. My name is Izador Paiewonsky, connected with 
the firm of A. H. Riise. We are in the distillery business, and many 
small retail businesses on the island. 

It has been my pleasure to serve on several of the industry commit- 
tees. In fact, so far, I think we have had three of them. We had 1 in 
1944, 1 in 1949, and 1 in 1951. I sat on several of them. 

Possibly you gentlemen might be interested in hearing some of our 
experiences, and I will try to make them as short as possible. 

When the first industry committee came here it was a very revolu- 
tionary concept. No place in the West Indies, in an island of this 
size, ever had any type of legislative wage. Two members were 
appointed from industry, 2 from labor, and 2 from the public. And, 
as I said before, the very thought of it had certain people in an uproar. 
They thought the end had come. 

Some people who felt that the income coming into the island was 
very*limited just wailed at the idea of a legislative wage. 

Of course, we actually went into a very careful study of the situa- 
tion, and the industry members joined with the labor members in 
recommending the first minimum wage that came into the island. We 
were very pleased to note that the increased wage at the time—be- 
cause we were just on the edge of a slightly expanding economy—— 

It was very pleasing to us to note that the fact that a wage was put 
in here sort of triggered the economy and helped it considerably. 

When the second industry committee came in here several years later 
I happened to sit on that committee, too, representing industry. And 
because the expanding condition of the economy was continuing we 
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felt that it would be very apt and normal and right to increase the 
wage. 

I think most modern people realize today that you help to expand 
an economy and create better standards by having increased wages. 
Of course, you have to have the economy to go with it. 

The only place where the industry members differed with the labor 
group in the second hearing was this: 

We had, for instance, a government cooperative, semigovernment, 
semiprivate, which taught students, for instance, straw work, and to 
make local items which tourists bought. Quite a few members of the 
committee felt that the wages paid to the people were entirely too low. 
The stand that the industry members took was that this was not 
actually a business, but was more in the nature of a vocational school, 
and that, instead of killing it by forcing it to pay wages outside the 
realm of its activities, the Government actually should subsidize it. 

That was the only point of difference in the second meeting, in 
which the industry group held that it should not be admitted to the 
wage-pesr structure. 

nd, in spite of what we tried to show, some of the other members 
felt that any industry, no matter what it is, public or private, that 
could not pay a certain wage should not exist. 

And, as I said before, we felt it was more or less a vocational activity 
and should be subsidized by the Government. 

Well, it was entered into the wage-hour structure, and, as a result 
of it, most of the usefulness of the enterprise ended. And it is a pity 
because they were producing a great many things of local interest that 
could have comprised and could have led later to the development of 
a little local industry. 

Mr. Brewer touched on several phases that I would like to enlarge on 
a little bit. 

I should say this: When the wage-hour group met here in 1951 I 
was not a member of that group. I could not take part at that time 
because I was very, very occupied. But I know it was the first time in 
the activities where wages were stagnated. In other words, the com- 
mittee came out with a finding that business conditions did not 
warrant wage increases. 

Now it may not be the normal thing to say as an industrial member, 
but I was very much disappointed. 

We would be very happy to have a situation where you have an 
i economy, on the one side, and an increasing wage, on the 
other. 

We do not have the type of economy that Puerto Rico has. In 
fact, I think one of the main reasons we have had wage commissions 
is because we are so close to Puerto Rico. And in Puerto Rico you 
have an entirely different situation in spite of what they say over 
there. 

There definitely have been situations where industries have left New 
England, for instance, and settled in Puerto Rico, creating unemploy- 
ment in New England and creating employment in Puerto Rico. And, 
while they are a very clever group of men over there, and they will tell 
you the whole idea of the “bootstrap” situation is to have additions 
from industry set up in Puerto Rico, we know that industries have 
actually pulled up roots from their former sites and come to Puerto 
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Rico to enjoy some of the lower wages. But that is a Puerto Rican 
problem, and I am not touching on it. The only reason I do is because 
there is a tendency in Congress, whenever legislation is set up for 
Puerto Rico, to include the Virgin Islands. And we have an entirely 
different economy here. We could never attempt to do what Puerto 
Rico is doing, attracting industry to Puerto Rico, because we do not 
have a labor pool. What we do have here, on a small scale, is scenic 
beauty, climate, and a few very small industries. 

As I said before, we haven’t got the labor pool to go with it. 

But we have had certain other things. For instance, we had this 
divorce thing, this law which we had here which brought many, many 
people into the islands, and affected wages to a great extent. It was 
working out very successfully. It was the only place under the Ameri- 
can flag where a Federal judge listened in on divorce cases. Every- 
where else in the States where you have such a situation you have State 
courts with State judges. Here we had a Federal judge, and this Fed- 
eral judge for 3 years looked very carefully into every divorce situation 
coming into the islands. Actually, if you want to look at it from a 
very broadminded point of view, here was a little outpost flying the 
American flag which was actually giving a service to the United States. 

In the United States proper you have 48 States and many compli- 
cated laws, and the divorce situation is very muddled up. You havea 
situation there where each State has its own type of law, and there are 
many muddled situations, and the whole thing, as I said before, is very 
complex. 

Here was the first place under the American flag where a Federal] 
judge looked into divorce, where people coming into the area could not 
just fly in and fly out and take a divorce. At least it was our hope to 
set up the proper type of condition with two parties to a divorce : First, 
to try a reconciliation; second to try a situation in which the two 
parties to a divorce would agree to it, and then property settlements 
where children were involved, everything to be properly taken care of. 

After three years of this situation, which brought a tremendous 
amount of business to the island, and actually triggered our tourist 
economy here, which paid wages and was definitely a part of our wage- 


hour structure, we had a situation where a congressional committee. 


was formed due to some prompting in the States. People figured that 
it was not right for a Federal judge to grant divorces. And pressure 
was put on Congress to appoint a committee in Congress to investigate 
what was supposed to be the divorce mill of the Virgin Islands. 

Dr. Miller of Nebraska was the head of the committee. Dr. Miller 
had been to the islands on several instances, and had not been too 
friendly in his attitude to the islands. And possibly—I cannot say 
with any definiteness—the fact that Dr. Miller was made head of this 
committee may have prompted the judge here to be very cautious and 
to stop granting divorces. 

From that point on we got into complications. Appeals were taken 
to the third circuit court where, by a split decision against us, 4 to 3. 
it was decided to take the matter to the Supreme Court. And there 
were some very peculiar laws and judicial utterances that came out of 
the Supreme Court, so much so that there was no judicial decision on 
the matter. The only thing we got out of the Supreme Court was that 
in the opinion of some of the judges Congress had not given-us the 
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right to have such practice or law in the islands. That is something 
for Congress to investigate. 

The point I am trying to make is this: That was blow No. 1 to the 
islands, which did terrific damage to our internal structure and made 
it very difficult to pay the legislated wages. It may have been directly 
responsible for the third wage committee meeting here in these islands 
recommending that there should be no further increases. That was 
one blow to the islands that affected wages to a considerable extent. 

The second blow that we experienced very recently, which you gen- 
tlemen may be familiar with, is Public Law 633. 

From 1917, when the islands were sold by the Danes to the United 
States, we have enjoyed a very excellent business with Army, Navy, 
and Coast Guard personnel. Many of these people come in here and 
buy gifts and buy liquor and take advantage of our so-called free port 
facilities. And the trade was considerable. The trade that resulted 
helped us to pay wages, too. 

Recently Public Law 633, which gave you gentlemen, for instance, 
the right to take back a case of liquor when you went back to the States, 
was amended to the point where you can no longer do such a thing. 
Government employees and Army, Navy, and Coast Guard personnel 
no longer enjoy that special privilege. 

Because of the amendment to Public Law 633 you are now in a 
bracket where you can do just what a civilian can do, come here and 
stay 48 hours « and take back 1 gallon of liquor and $200 worth of for- 
eign purchases, 

We took the matter up directly with Mr. Ralph Kelley, head col- 
lector of customs in the United States, who came to Puerto Rico and 
sat in with a business group. He told us the reason for the amend- 
ment to Public Law 633 was the fact that the Army bombers were go- 
ing into Nassau, in the Bahamas, loading with liquor and coming into 
North Carolina, and selling it to GI’s who were going from house to 
house to sell it. 

A British island had caused abuse of a certain law, and, as a result 
of it, the law was changed automatically with no study whatsoever. 

The point I would like to make is that we should ‘not be made to 
suffer every time a foreign island commits some type of abuse regard- 
ing some of the laws that we have. We are now put in the position 
that all of this trade which we once enjoyed, which helped to pay 
wages in our basic businesses in these islands, has been curtailed, and 
we have been very badly handicapped by this condition. 

And we would say that in the future we hope the fact that there is 
an American flag flying overhead, when a foreign island commits 
some abuse, some consideration should be shown to the American 
Virgin Islands where the abuses are not taking place. 

One of the reasons I say that is because this committee of Con- 
gress has come here to study increased wages, which we would like 
to pay. But this committee has no authority to go to the island of 
Nassau, for instance, and set up wage committees to investigate wages. 
So if a law is going to be changed because of the abuse that is com- 
mitted in some foreign island, it does not seem to hold that the same 
thing should apply to an island where the American flag flies. 

We have asked Mr. Ralph Kelley, the collector of : ‘customs, to 
study this very carefully, the area where he can issue a directive, and, 








356 MINIMUM WAGES FOR PUERTO RICO AND VIRGIN ISLANDS 


if possible, to exclude the American Virgin Islands from the 48- 
hour phase of the law. In other words, Army or rhe personnel may 


come in here regardless of the 48-hour phase and buy the normal 
allotment which 1s provided under the new amendment, which permits 
them to buy 5 bottles and $200 worth, and visit our hotels and what- 
not. As it is right now, the 48-hour phase which has been intro- 
duced, and limited phase for purchases, were introduced because of 
the situation in the foreign islands, and that has caused us here to 
‘ lose all of that trade because we cannot get Army or Navy or Coast 
Guard personnel to come in here on a 48-hour basis. They come 
in on a 6-hour basis. 

We would like to correct that condition. Congress has the right 
to correct what the Supreme Court has said. Congress has the right 
to correct the situation in Public Law 633. And if Congress will 
help us to put our economy back on the tracks where it can expand, 
then we will be very happy, as industry members, to work with labor 
to have an expanding wage scale as well. 

We can almost set up a program where we can indicate to Congress 
the few things that have derailed us. And if Congress would help 
us to get back on the tracks we as industry members would be very 
happy to have an industry committee meet here once a year or once 
every 2 years and work with the member groups to give increased 
wages because we are cognizant of the fact that as the wages are in- 
creased the whole economy prospers and the standard of living that 
will accrue will make this island something that the Congress would 
be very proud of. 

I believe I am perhaps expanding into areas where I should not 
expand. But the point I would like to make is that my experience as 
an industry committee member is this, that we as industry members 
do not like to see a stagnated condition where wages are concerned. 
We would like to go back to a condition where every 2 years we could 

ssibly lift our wage structure as a part of an expanding economy. 

ut we find it extremely difficult to lift that wage structure where 
we have a contracting economy. 

Chairman Barpven. Thank you, sir. 

Are there any questions, General ? 

Mr. Smirn. No. 

Mr. Coon. No questions. 

Mr. McCase. Mr. Chairman ? 

Chairman Barven. Mr. McCabe. 

Mr. McCazne. Did you say the last industry committee met here in 
1951? 

Mr. Parewonsky. 1951—Mr. Judge would be aware of that. Was 
that 1951? 

Mr. McCase. I thought the previous witness said they were meet- 
ing every year. 

Mr. Brewer. We recommended that they do meet every year. 

Mr. ParewonskKy. You have had a situation in Puerto Rico where 
they have been meeting more often because they have an entirely 
different situation. 

Mr. McCase. Thank you very much. 

Chairman Barpen. Thank you, Mr. Paiewonsky. 

Mr. Patewonsky. Thank you, Mr. Chairman. 
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Chairman Barpen. Mr. Fishman? 

Mr. Ciauncu. Are you representing the Hotel Association ? 

Mr. Fisuman. No. Mr. Dell is representing the Hotel Association. 
Chairman Barven. Mr. Dell. 


STATEMENT OF THOMAS DELL, SECRETARY, HOTEL ASSOCIATION 
OF THE VIRGIN ISLANDS 


Mr. Dett. My name is Thomas Dell. I am secretary of the Hotel 
Association of the Virgin Islands. I am also assistant to the president 
of the Virgin Isle Hotel. 

Mr. Smrru. Would you state how many hotels you represent. 

Mr. Detu. Seventeeen. 

Mr. Chairman and members of the House Education and Labor 
Committee, the Hotel Association of the Virgin Islands welcomes your 
appearance in these islands in order to acquaint yourselves firsthand 
with information on educational and labor conditions here, especially 
since it gives us an opportunity to address you on educational and 
labor matters which present such problems to the membership of our 
association in the operation of our various hotels. Before continuing 
I wish to present the apology of the president of our association. Un- 
fortunately, he is unable to be present here today because of an un- 
avoidable engagement. 

Gentlemen, as you undoubtedly know, tourism is the No. 1 industry 
of these islands, although please realize that no longer ago than 1949 
tourism had not come into its own here, Only as recently as 1948 the 
famous Oxholm report offered the prediction that tourism might 
eventually provide employment for as many as 150 people. Mr. 
Oxholm’s prediction, therefore, seems hardly visionary today when 
at least 4,000 people are directly or indirectly employed in the tourist 
trade. Since the tourist industry, therefore, is new there is under- 
standably a shortage of trained or experienced workers with which 
to staff our hotels and other allied service establishments. Our prob- 
lem, consequently, is twofold ; that of obtaining qualified hotel workers 
locally or of training labor through proper education to work effi- 
ciently within this specialized hotel field. 

Just what impact has the establishment of numerous hotels ranging 
from modest guest houses to luxury hotels had upon the Virgin Is- 
lands? In presenting this point for your consideration it seems only 
proper to use the largest hotel of our association—the Virgin Isle— 
as the yardstick of measurement for the economic gains largely made 
in recent years here in the Virgin Islands. In doing so, our association 
gives no preference to the Virgin Isle Hotel; we use that establish- 
ment merely because what is current to that hotel’s problems, its bene- 
fit to the community, the wages it pays its workers, and the accom- 
plishments it has made in producing trained hotel workers to a limited 
degree is common comparatively to every hotel and guesthouse with- 
in our membership. 

During the fiscal year which ended May 31, 1955, the Virgin Isle 
Hotel expended well over a half-million dollars in the operation of 
that hotel. The largest single expense item of the Virgin Isle was that 
money paid to its employees in salaries. Salaries and wages paid 
during the period mentioned approximated $200,000. The next larg- 
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est item of expenditure by that hotel covered advertising and promo- 
tion. Here the amount expended was a minimum $90,000. — 
the payroll period ending February 28, which is the peak of the tour- 
ist season in the Virgin Islands, there were 233 employees on the 
hotel’s payroll. In contrast, during the payroll period ending June 
15, 1955, a minimum number up to this time in 1955, 158 employees 
were paid for services. 

Here in the Virgin Islands we have at present a seasonal resort 
hotel business, since for only 3 to 4 months of the year our hotels and 
guesthouses are generally filled to or near capacity, whereas from: 
to 9 months of the year occupancy is generally low, for unfortunately 
the traveling public has not yet fully come to realize that the climate 
of the Virgin Islands is almost the same throughout the year. How- 
ever, through persistent promotion and advertising, this situation is 
gradually changing and summer business tends to increase each year. 
In fact, this summer’s season has been the best to date. But the tour- 
ist flow, unfortunately, is not yet sufficient to enable us to maintain non- 
fluctuating hotel staffs. 

One of the great problems—in fact, burdens—of our hotels, as well 
as all tourist business in these islands is to acquaint the traveling pub- 
lic with the wonderful climate and beautiful scenery surrounding you 
everywhere here. This continuous promotion, borne principally by 
private interests, is extremely costly. If you compare the expendi- 
ture of $90,000 for advertising and promotion made this past year by 
the Virgin Isle Hotel with that of $11,000 made through the local de- 
partment of tourism and trade, you will no doubt agree with our mem- 
bership that private business is more than doing its part to make these 
islands economically self-sufficient, and, further, that such continued 
expenditures are inconsistent with long-range, sound promotional 
principles governing hotels of modest size. 

Hotels, as a result, have two alternatives when considering budgets— 
to close during the major part of the year, when it is summer here, 
or to remain open and continue expensive promotion towards edu- 
cating the traveling public to visit in these lovely Virgin Islands. 

More in the nature of a test, the Virgin Isle Hotel closed for 7 
months during the summer season of 1954, and in this experiment the 
management found it to be more costly to close than to remain open. 
Furthermore, the effect upon the islands during the time the Virgin 
Isle was closed was decidedly disrupting to the entire local economy. 
Business lagged to a point approximating that of 1949, and that level 
may best be described through the United States Government’s cen- 
sus of population figures for the Virgin Islands. In 1949, 65 percent 
of the working population of the Virgin Islands was earning under 
$700 per annum, whereas only 23 percent were earning over $1,000. 
The median income for all persons reporting in that census was $460 
per annum. Let us now consider what has happened. 

On December 15, 1950, the Virgin Isle Hotel, owned by a private 
corporation, opened its doors to the public and the first guests entered 
one of the most luxurious hotels in the Caribbean area, certainly one 
of the most. beautiful hotels in the world. Its predominant staff of 
inexperienced and untrained local workers supervised by stateside 
hotel technicians struggled to provide service on a par with the fabu- 
lous setting, luxurious appointments and costly equipment evident 
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throughout the entire hotel. And that struggle has continued for 5 
long years even up to this very day and with but little noticeable im- 
provement despite the fact that training programs for hotel and 
restaurant workers are regularly conducted. Even now we are in the 
midst of our second training program for hotel and restaurant. stu- 
dents as sponsored by the vocational division of the department of 
education In cooperation with the hotel association. 

But consider this, gentlemen, that, with little progress in the train- 
ing of local workers for hotels and restaurants, that during the pay- 
roll period of February 16 through February 28, 1955, 233 local em- 
ployees of the Virgin Isle Hotel were paid $10,558.06 in salaries. On 
that basis, the average annual salary for all 233 workers amounted to 
$1,087.44. 

In analyzing the figures more carefully it is found that only 31 per- 
cent of those employees were making $700 or less per annum, as com- 
pared to 65 percent of the working population in the Virgin Islands 
in 1949, and 40 percent of the employees were making $1,000 or over, 
as compared to 23 percent of the working population during the year 
1949. 

Let us now consider the payroll period of June 1 through June 15, 
1955, at which time the Virgin Isle Hotel’s payroll carried the least 
number of names so far during this year. During that slow period of 
our season, 159 local employees received $6,789.04 with an average per 
annum salary for all of $1,031.28. 

Again in a more detailed analyzation of the income figures, it is 
found that 40 percent of these employees received $700 or less per 
annum in salary while 38 percent received at least $1,000 per annum or 
over, 

I hope you will have noted that there is but slight difference between 
the salary figures for the peak and low periods of this year, which, 
therefore, establishes the validity of the figures. 

At worst, only 40 percent of the employees at the Virgin Isle Hotel 
in the slowest period of the year, and 31 percent of the employees in 
the peak period of the year are paid ene to or above the median in- 
come of $460 for all persons in the Virgin Islands as compared to 65 
percent reported in the 1950 United States census for the year 1949. 

And here, gentlemen, consider also that those receiving low yearly 
incomes are predominantly young boys and girls in school who are 
working part time in our various hotels in order to help their parents 
having large families, thereby enabling the students to remain in 
school. Consider also, please, that during the slow summer periods 
of the year that, in order to maintain our staffs for the busy winter 
months, it is necessary for hotels to rotate employees with some time 
off work and some time on work during each week in order to provide 
a certain amount of income for all. 

There is yet another factor to be considered. If in 1949 you had 
asked a young man or young girl here what a “stiff” was, you probably 
would have received the answer “a dead person.” But not so today. 
Today in these islands it is generally known—certainly by almost 
all hotel workers—that a “stiff” is a person who doesn’t leave a tip 
for service or, else, a sufficiently large tip. That is how things have 
changed. 
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As in various States of the Union, the local hill’s wage and hour 
law provides that— 


Wage * * * shall not include tips or gratuities of any kind. 


In contradiction, however, Federal income-tax law requires that all 
tips shall be reported as part of income. Were that provision to be 
followed to the letter in the Virgin Islands,a very appreciable increase 
would be noted in income-tax returns, and even despite the large 
extent of dependency here. : 

The Virgin Isle Hotel employees have given to the hotel from time 
to time written statements indicating that almost any service worker 
in the hotel (those receiving gratuities) during the slow summer 
months averages not less than $10 per week in addition to his salary, 
while during the busy winter months the figure apparently reaches 
not less than $20 per week. Various waiters, bellhops, and maids 
at the Virgin Isle Hotel have also signed statements to the effect 
that during the slow summer months their tips are not less than 
$3 to $5 per day while during the busy winter months they are not 
less than $8 to $10 a day. 

Unfortunately, the local hill’s wage and hour law does not take 
cognizance of service and nonservice workers in hotels with the result 
that 2 or 3 minimum salary classifications embrace all workers with 
the result that sometimes it is difficult to get a dishwasher and other 
workers who make no tips to accept such positions at the same wages 
which normally cover workers who receive tips. As a result, hotels 
have had to establish their own salary classifications within the frame- 
work of the law based on these differentials while, at the same time, 
not falling below the established minimum wages prevailing here. 

And what of the educational achievement of workers in the Virgin 
Islands? 

Again turning to the United States census for 1950 we find that 
in 1949 the median school years completed is the sixth grade. On 
February 17, 1955, the Virgin Isle Hotel conducted a survey of its 
employees and found that of the total number of employees on the 
payroll at that time—specifically, 248 employees—the median figure 
for educational achievement disclosed completion of the eighth grade 
for all employes in the hotel. Of the number working at that time 
there were 56 employees working who were in school. In analyzing 
the age of all its workers, it was found that the median figure for 
age was 25 years. The report points out: 

It is obvious from the foregoing figures that we are largely dealing with 
youth in our working situations, and the attached pamphlet The Youth You 
Supervise, issued by the United States Department of Labor, becomes all the 
more significant and worthy of your earnest consideration. 

To consider the present hotel and restaurant training program now 
being conducted in the new high school, and where I teach classes in 
hotel orientation for 1 hour 3 days each week, in a questionnaire 
given to the students last week I find that the median age is 16 years. 
Students range from 13 to 47 years. Of the 155 students who enrolled, 
78 attended the first class, and now, in its third week, approximately 
46 are attending regularly. Of the 46 in class on the day I presented 
the questionnaire, 32 students reported they attend regular school 
each day, 14 are not in school, 31 are in the 11th grade or lower, and 
only 1 is in the 12th grade. In the class only 11 are over 20 years of 
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age. Of the 14 persons attending class who are not in school, 8 are 
working and 6 are unemployed. 

From these figures given it is apparent that (1) hotel work is not 
attractive to any degree to persons over 25 years of age, primarily 
because older persons have now come to recognize that training or 
study is necessary for most hotel work, and most are not interested 
in taking further study; (2) young students are hoping to find hotel 
jobs by taking these courses in order to work while in school; (3) and 
the future of the hotel profession in the Virgin Islands, from the 
standpoint of good service under such considerations, is not on a very 
sound basis for advancement. Until we can convince older workers to 
enter hotel work the future for good service in our hotels is not bright. 

I have here with me answers from the 46 students in the class I teach 
which I would like to leave with you as part of this record. As mem- 
bers of the Education Committee you will, I am sure, be most inter- 
ested inthem. These papers reply to four questions I put to the class. 

The first question : “What is the average grade you made last year 
in all your studies ?” 

Second: “What are your reasons for taking the hotel and restau- 
rant training courses ?” 

Third: “In New York City you can find any type of work you wish. 
If you went there and could have any job you wanted just for the 
asking, what job would you take ?” 

And fourth: “If you could do whatever you wanted to do in the 
future, what would you choose to be ?” 

If you will look these papers over carefully, I know you will fully 
understand why I asked these questions, and I am even more confi- 
dent you will better realize the problems of management in operating 
hotels and restaurants in the Virgin Islands. You will, I am sure, 
also realize why some of us here are willing to donate our services 
without pay, even though we are overburdened with other work and 
problems, in doing what we can to assist these students in the Virgin 
Islands endeavoring in their own way to make something of them- 
selves and in following their ambitions. Their progress in the beau- 
tiful new high-school building is hampered, as it has always been, 
through insufficient educational funds and many other attendant 
factors. 

(The papers referred to were filed with the committee, but are not 
printed.) 

In conclusion, gentlemen, and on behalf of the membership of the 
Hotel Association of the Virgin Islands, we implore you to recognize 
the local situation in these islands and to recommend to the Congress 
upon your return that our local retail and service establishments here 
should continue to be excluded from the provisions of the Fair Labor 
Standards Act. We ask you to consider how our service establishments, 
burdened as they now are in trying to keep open during the long, slow 
periods of the year, could possibly be able to afford increases in mini- 
mum wages as now exist here under local law and, in particular, to 
proposed increases suggested for consideration by Congress from time 
to time. Such increases in minimum wages would necessarily need to 
be absorbed in increased room rates, and any increases in our already 
high rates brought about by our high operating costs would be dis- 
astrous to our hotels and tourism in these islands. 
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Our membership requests that you weigh carefully the decision and 
order of the National Labor Relations Board covering the hearing 
between the Virgin Isle Hotel and the St. Thomas Labor Union in 
San Juan, P. R., in 1954, in which the Chairman of the Board ruled 
that: 


It has been the Board’s long-standing policy not to exercise jurisdiction over 
the hotel industry. We do not believe that a settled policy, endorsed by all 
those Member of Congress who have recorded an opinion on the subject, should be 
lightly overturned by the action of this administrative Board. We have serious 
doubts that Congress, in enacting the act, intended that the Board, in the 
exercise of its discretion, should extend itself to the Virgin Islands to take 
jurisdiction over this local enterprise, if, indeed, Congress intended that the 
Board exercise any jurisdiction at all in this island possession. In any event, 
we are unable to conceive how a work stoppage at the resort hotel in question 
could have an impact on commerce such as to warrant the Board’s assertion of 
jurisdiction over that business. Whatever effect a cessation of the employer's 
business could possibly have on commerce appears: to us to be at most remote and 
inconsequential. In these circumstances we find that it would not effectuate the 
policies of the act to assert jurisdiction in this proceeding. Accordingly, we 
dismiss the instant petition. 

The hotels and guest houses of the Virgin Islands have in a few years 

- = » 
done so very much to bolster and improve the economy of the Virgin 
Islands, and almost entirely through the private promotional efforts 
of our various establishments. Any additional burden placed on our 
overtaxed hotels would, to the thinking of our membership, be sorry 
recognition for the efforts expended by a few progressive enterprises to 
the definite benefit of the majority here. 

The Hotel Association—and, we feel confident, all business enter- 
prises here—concur that any change in the local established minimum- 
wage rates would be detrimental if not disastrous to hotels, other busi- 
ness, and the people of the Virgin Islands and the general welfare 
of all. 

Thank you very much for the opportunity of appearing before you 
at this hearing. 

Chairman Barpen. Thank you very much. 

General Smith, do you have any questions? 

Mr. Sarru. No questions. 

Chairman Barpen. Mr. Coon? 

Mr. Coon. No questions. 

Chairman Barpen. Mr. McCabe? 

Mr. McCase. No questions. 

Chairman Barpen. Thank you, sir. We appreciate your statement. 

Senator Ottley ? 


STATEMENT OF EARE B. OTTLEY, ON BEHALF OF THE VIRGIN 
ISLANDS LABOR UNION (CIO) 


Mr. Orrtey. My name is Eare B. Ottley. On behalf of the Virgin 
Islands Labor Union, CIO, we want to welcome you here. We appre- 
ciate very much your interest in coming here at this time to study the 
application of the Fair Labor Standards Act to the Virgin Islands 
and to determine the possibility of beneficial amendments. 

We should like to give you the views of the workers of these islands, 
with the hope that you will consider them upon your return to Wash- 


ington and when you begin the task of drafting amendments to the 
existing law. 
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We doubt that there is a community on the mainland where the cost 
of living is higher than in the Virgin Islands. A recent survey dis- 
closed that on a total of 46 comparable basic items of food available 
both in the Virgin Islands and Washington, D. C., the average cost is 
65 percent higher in the Virgin Islands than in Washington, D. C. 

The Federal Government has recognized the fact that it costs more 
to live in the Virgin Islands by granting to its employees here a 25- 
percent cost-of-living allowance. 

This high cost of living and very low wages existing in the islands 
have put the average wage earner in a very tight squeeze. We say the 
minimum wage rates now in existence are unrealistic and need to be 
substantially increased. 

These wage rates which were set by a special industry committee for 
the Virgin Islands have been in effect since November 26, 1951, more 
than 4 years. We in the Virgin Islands Labor Union tried, without 
success, for nearly 2 years, to have a special industry committee con- 
vened. We are Pie to see that the law has now been amended 
making it mandatory that special industry committees meet each year. 

We are fearful of these industry committees, however. In the past 
it has been customary for governors of the islands to appoint or to 
recommend for appointment, as public representatives on various 
boards, individuals who are either interested employers or persons 
who represent the employers’ viewpoint. The law says that public 
members shall be disinterested, but there is now no guaranty that the 
persons selected to represent the public will fit that description. 

Some persons have advocated that the minimum wage in thé Virgin 
Islands should be the same as the minimum wage in the continental 
United States. We are not so irresponsible as to suggest that the 
minimum wage for workers in the Virgin Islands be $1 per hour. We 
know that most businesses affected by the law could not afford such a 
wage at the prews time. But we are sure that all of them can afford 
to pay much more than the 35 cents or the 50 cents they are now 
paying under the law. 

Why should the Government establish a specified minimum wage 
for workers on the continent and refrain from specifying any mini- 
mum at all in the law for workers in Puerto Rico and the Virgin 
Islands? 

We feel that the law should also set a minimum for our workers; 
indeed, less than the $1 now given to mainland workers, but high 
enough to permit our workers to live in some degree of decency. 

We think it would be fair to employers and workers alike if the 
law were amended specifying a minimum wage of at least 65 cents 
an hour, and then permitting the special industry committees to set 
higher minimums from time to time, based on special studies of each 
industry. 

If the present system is continued we will never reach the goal 
which has been set in the law of reaching as rapidly as possible the $1 
minimum. 

The special industry committee procedure is also, in some instances, 
unfair to employers and workers alike. The minimum wage for the 
shipping industry, as prescribed by the special industry committee in 
1951, is 45 cents an hour. Workers at the only privately owned dock 
in St. Thomas, because of union activity, get 85 cents per hour. But 
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individuals who use the free Government dock to load and unload 
goods, at irregular and unscheduled periods, pay not much more than 
the 45-cent minimum. Thus, they are able to compete unfairly against 
the long-established dock company, and to deny to workers the wages 
which should be paid for this type of work. 

Neither the law nor the special industry committee takes into ac- 
count the fact that in each maueey there are many categories of 
workers, each with different skills. It is assumed that a beginner in 
an industry would receive the minimum, say 40 cents per hour, and 
that workers would get substantially more as they progressed in skill 
and efficiency. But the tendency here has been to adhere rigidly to 
the minimum and to pay workers at the same rate, no matter how 
varied the skills. The only exception has been in those industries 
where the workers are organized. : 

The difference in wages between workers on the mainland and those 
in the Virgin Islands doing the same work is too great. For example, 
jewelry workers in the Virgin Islands get 30 cents an hour to start 
with, and 40 cents after their learning period is completed. The same 
worker, transplanted to New York, gets not less than $1 per hour for 
doing exactly the same work. And the Virgin Islands manufacturers 
receive tax exemption, and enjoy the same prices for their goods as 
the New York manufacturers on the mainland market. 

We say that a minimum of 35 cents or 45 cents is morally indefensi- 
ble in 1955. 

We also hope that your committee will tighten up loopholes in 
he law providing exemptions for learners. This section has been 
abused. 

We hope that enough funds will be provided to permit the Depart- 
ment of Labor’s Wage-Hour Division to increase its staff and to assign 
a full-time inspector to the Virgin Islands. There are hundreds of 
workers covered by the Federal law in St. Thomas and St. Croix. An 
inspector comes here once or twice a month from Puerto Rico, but in 
those few visits he cannot effectively enforce the law. There is no one 
in the Virgin Islands in authority to whom workers may turn in the 
event that they have questions to ask or complaints to make. We must 
write to Puerto Rico every time, with the long delays that procedure 
involves. 

Every year scores of Virgin Islanders leave for New York. There 
are more than 12,000 of them in that city today. They go in search of 
economic opportunities. We want that migration to halt. We want 
to encourage many of the Virgin Islanders now on the mainland to 
return home. 

That goal can be achieved if the people of the Virgin Islands are 
given the opportunities to enjoy a full life. The first prerequisite for 
a better life for the people is a decent wage. We hope that your com- 
mittee will do everything possible to help us realize that objective. 

Thank you. 

Chairman Barpven. Thank you, sir. 

General Smith, do you have any questions? 

Mr. Sutra. How many members do you have in your union? 

Mr. Orriey. Nine hundred to one thousand. 

Mr. Swrrn. How many different classifications do you have? 

Mr. Orrrey. It is as wide as it is broad. I guess there are more than 
12. Our union is an industrial union and covers the waterfront, dock- 
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workers, hotel workers, bakers, railway workers, ice workers, sand 
and gravel, domestics, 

Mr. Smiru. Do they have local unions of their own ? 

Mr. Orriry. No. It is one union. There are various divisions, of 
course. 


Mr. Smrrn. What is the status of the port docks over here? Is that 
Danish owned ? 

Mr. Ortiry. No. It is owned by a company that is incorporated in 
Denmark, yes, an old company that was here even before the United 
States Government took over the islands. 

Mr. Surry. The management is Danish ? 

Mr. Orriey. Yes, sir. 

Mr. Surru. That is all. 

Chairman Barpen. Mr. Coon? 

Mr. Coon. I wanted to ask a couple of questions about the cost of 
living. 

You pointed out that the Government of the United States allows 
25 percent extra. 

Mr. Orriey. Yes. 

Mr. Coon. I think they allow that in any country that is away from 
the continental United States. That is not just here, but in other areas. 

Mr. Orriry. There was an attempt made here some years ago to 
take away that 25 percent based on the fact that it was not needed, 
and the Federal employees had to argue and present briefs to indicate 
the necessity for continuing it. 

Mr. Coon. But, nevertheless, it is the same to all other countries? 

Mr. Orriey. Yes. 

Mr. Coon. But I understand they are making a study of that now. 

Another thing in the cost of living: I come from Oregon where it 
is below zero out there in the wintertime and has been already this 
fall. Most everyone out there spends $20 a month or even more, in 
some homes, to heat their homes. You do not have that here, I don’t 
believe. 

Mr. Orriey. No; we don’t have any heating problem. 

Mr. Coon. And we have to buy wool shirts and wool clothes and 
wool coats. You do not have to buy that. That is considered as a 
part of the cost of living, too. 

So it may be that what you have to buy might be higher, but then 
there are some things here where, because of your nice natural climate, 
you do not have to buy them. 

Mr. Orriry. We have taken all of that into consideration. The 
high cost of food and the high cost of rent have more than exceeded 
those other things you have spoken about. 

Mr. Coon. I wanted to point out that you do avoid it, that, because 
of your good climate, some of the expensive things that cost us out in 
my area are avoided. 


Mr. Orrzxy. That is right. 
Mr. Coon. That is all. 


Chairman Barpen. Does your union have members in the sugar 
indust 


? 
Mr. ‘Onkuar. No, sir. There is a separate union in St. Croix, an 
A. F. of L. union, composed mainly of Puerto Ricans. 
Chairman Barpen. Do you know what average wage is paid by the 
Virgin Islands Corporation that operates the sugar business? 
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Mr. Orriey. No, we are not familiar with that at all. 

Chairman Barpen. I am interested in your problem and in the 
points you make. I believe you state that 46 articles of food are 65 
percent higher. 

Mr. Orrtry. That is correct. 

Chairman Barpen. What raw materials do you have here on the 
island with which to work and process ? 

Mr. Ortiry. Very little. Most everything has to be imported. 

Chairman Barpen. Would you not naturally think that if you im- 
ported raw materials you would meet with the same situation that you 
would with the food items? That they would come mighty near being 
65 percent higher, too, by the time they got here ? 

Mr. Ortiey. I don’t think so, because in many instances some of 
these raw materials, say jewelry that is processed here, come in from 
Puerto Rico. And the transportation cost, which is the highest factor 
in this cost of living, when it comes from Puerto Rico, is not as great 
as over-the-ocean transportation cost. 

Chairman Barpen. Where does it come from before it gets to Puerto 
Rico? 

Mr. Orriey. Well, some of it is homegrown in Puerto Rico. Some 
of it, of course, like the-——— 

Chairman Barpen. What do they make in the jewelry industry ? 

Mr. Orriey. They make little earrings. They make mostly ear- 
rings and some little trinkets. 

Chairman Barpen. How many people are employed in it? 

Mr. Orriey. Well, it is inact And at, the moment. there are 
about 100 in 1 plant, and there are about 40 in the other. But when it 
is normal it goes down to about 50 or less. 

Chairman Barpen. Now I noticed here the statement : 

Most of these industries are small and function sporadically. At the present 
time there are employed approximately 560 workers. 

I believe that relates to the operations that involve interstate com- 
merce. 

Mr. Orriey. Those are all the industries that are in interstate com- 
merce. 

Chairman Barpen. Relating to interstate commerce? 

Mr. Orriey. Yes, sir. 

Chairman Barpen. Your 1,000 membership goes into fields other 
than interstate commerce? 

Mr. Orriey. Oh, yes. We have 200 dockworkers, and we have about 
60 or 75 jewelry workers. But we have a considerable number that 
are not covered by the Fair Labor Standards Act. 

Chairman Barpen. What was the increase you suggested ¢ 

Mr. Orriey. We were suggesting a minimum of 65 cents. 

Chairman Barpen. Fixed? 

Mr. Orriey. Fixed in the law. 

Chairman Barpen. Sixty-five cents. That would mean a 100-per- 
cent increase in some, and about 90 percent increase in others, and 
maybe 60 percent increase in some. 

Mr. Orriey. In some cases it would be far below the prevailing 
wages, because in the liquor industry and the shipping A oe the 
prevailing wages there run from 80 to 90 cents. 

Chairman Barpen. How many industries on the island now pay 
above 65 ? 
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Mr. Orriey. I have named the dock and the alcohol. The com- 
munications, banking—— 


Chairman Barpen. Let’s see. Communications; that is run by the 
government ? 

Mr. Orriey. No; not. necessarily. We have two cable offices that 
are privately owned. The only thing the government operates is 
the local telephone exchange. But the radiotelephone is privately 
owned, the two cable offices are privately owned. We have radio 
stations, 

Chairman Barpen. May I put it this way: 

What percentage of the present industries pay above 65 cents? 

Mr. Orriey. I would say 50 percent. I mean we have not made any 
study of it, but, roughly, and casually looking at the picture, I would 
say about 50 percent. 

Chairman Barpen. I see listed here in Mr. Penn’s statement: alco- 
holic beverages, rum, St. Croix, 40; and, all other, 45 cents. 

Mr. Orriey. They pay way above that. They pay more than 65. 

Chairman Barpen. Isee. These are the rates that have been recom- 
mended by the industry committee. 

Mr. Ottley. That is right. They have been in effect since 1951. 
There have been many changes since that time. 

Chairman Barpen. Now may I just ask you one other question: 

be as you say you want to put the minimum at 65 cents instead of 
a dollar? 

Mr. Orriey. Well, because we feel that the economy of the islands 
cannot afford $1 minimum at the present time. We feel that it 
would stifle and perhaps eliminate many marginal industries that are 
struggling to keep on their feet. And we feel that since 65 cents 
is very near to the prevailing wage for unskilled labor it would not 
adversely affect the economy or the operation of these businesses. 

Chairman Barpen. You know when you are operating a business 
you cannot operate on very near a loss. You either lose or not. If 
you lose you can’t win, can you ? 

Mr. Orriey. Well, that is right. 

Yhairman Barpen. So you can’t guess at that. 

Were you familiar with the example given of the training of the 
workers in the making of grass hats and baskets and so forth? 

Mr. Orriey. Yes, sir. 

Chairman Barven. Did the application of those wages break that 
up and destroy the industry? 

Mr. Ottley. I don’t think that was the cause of it. I think that 
most of the people that were doing that type of work left it for more 
lucrative employment. In the days that industry prospered—— 

Chairman Barpen. Did that happen about the same time? 

Mr. Orttxy. The decline started many years before that time. 
Chairman Barpen. How long after they took the medicine did they 
live? 

Mr. Ortiey. It is still there. In fact, it is in full bloom—— 

It is not there in full bloom, but it is still there. 

Chairman Barpen. How long has it been since you have had an 
industry committee review ? 

Mr. Gesunr. November of 1951. 


Chairman Barprn. Those of us charged with this responsibility 
have had an awfully hard time trying to find any answer to this fixed 
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wage. Our mainland economy is entirely different from the island 
economy. There is so much involved in it—the livelihood of so many 
people is involved. And not one of us is interested in hurting any- 
body; we want to help. 

Mr. Orrtiey. Neither do we because if we hurt them we then hurt 
ourselves. 

Chairman Barpen. So it is not a light problem with us. We have 
just ended a week of the hardest work I have ever done in my life—I 
am still tired—over trying to untangle the Puerto Rican situation 
with reference to the wage and hour law. 

You know sometimes I wonder how long we can keep it a part of our 
economy. It gets more complicated for me every time I turn around 
with it. You have little business, big business, middle-size business, 
mechanized business, unmechanized business, hand business, and every 
thing else. And when you begin to untangle it, about the best we can 
do, I think, sometimes is to say, “Well, maybe this will happen.” And 
then if we shake out all the little ones, we will be breaking up small 
businesses. And then we may have fattened a monster worse than 
we have ever seen, when the big monopolies come in. 

So I want to thank you folks for giving us this information. I do 
not enjoy the job of trying to work it out. But I will guarantee one 
thing: We will do the best we can because there is not a single one of 
us who has one penny of selfish interest in it. We have but one ob- 
jective, and that is to do the right thing and the fair thing. And 
sometimes I think we can’t do that because we can’t satisfy everybody. 

Thank you very much. 

Mr. Ortiey. Thank you, Mr. Chairman. 

Chairman Barven, Are there any others who would like to make 
a statement to the committee? 

Mr. McCaser, There was a gentleman who wanted a statement in- 
cluded in the record. 

Mr. Reese. If you will submit it, we do not have to read it. 

Chairman Barpen. He may present his statement. 


STATEMENT OF PERCIVAL A. REESE, ON BEHALF OF VIRGIN 
ISLANDS LABOR UNION, CIO 


Chairman Barpen. Do you belong to the same organization? 

Mr. Reese. Yes. 

Chairman Barpen. You are in the same organization as the pre- 
vious witness belongs to? 

Mr. Reesg. Yes, 

Gen Barven, And you wanted to make this a part of the 
record ? 

Mr. Reesr. Yes. I figured I may not have a chance to read it. So 
I would like to make it a part of the record. 

Chairman Barpen. This is the original copy you wanted to go in 
the record ¢ 
Mr. Reese. Yes, sir. 
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(The statement referred to follows:) 


STATEMENT OF PERCIVAL A. REESE, SENATOR, District oF St. THOMAS, AND 
MemBER St. THomas Lasor UNION 


The wages of the Virgin Islands have always been set by legislation. Through 
legislation wages were paid according to skill divided in four categories, namely: 
Skilled, semiskilled, unskilled, and sales and service clerks. 

Prior to the coming of union activities, only the wages set by legislation or 
the consideration of employers, which were not so favorable, were paid to the 
exact minimum for many years. We consider workers in the Virgin Islands 
have always been underpaid. In other words, they received starvation wages. 
When the union became active in 1948, it was only then that workers became 
aware of their living conditions and low wages and the advantage being taken 
of them because of their long working hours, both day and night. Opposition 
from both employers and the government was so strong against the union that 
we sought help from the legislature in trying to-help us classify the industries 
and jobs in this community, both in the local government and those that come 
under interstate law. We also sought the help of the Federal office in Puerto Rico 
for some assistance. It was not until 1951 that our first wage board came to 
the Virgin Islands around March or April, and held public hearings. That was 
quite a revolution. As you know, the work of this board defined industries and 
employment on the whole. Even though through collective bargaining and union 
activity, wages were as high as 50 cents and 60 cents an hour, the board set a 
45-cent minimum and also granted certain industries permits to pay 5 and 10 
cents below that 45-cent minimum. 

The union tried very hard to have the minimum at least in foree because 
we found ourselves going back to the same low wages. We were able to win 
contracts with places such as the West Indian Co. for our longshoremen division ; 
the local bakery ; the button industry ; jewelry manufacturing, and a few others. 
Employers at that time would always threaten to close their business and state 
that they cannot afford to pay higher wages; that it would be necessary for 
them to reduce their employment force to half or a third; that they are never 
making enough money, or the season is off, or competition is too strong—or some 
other excuse. However, in many cases we have always been able to win a 
3- or 5-cent increase. What did we accomplish? We have been able to put a 
little more money in the pockets of our workers who in turn have spent more 
and thus helped the merchants in selling more and promoting their own busi- 
nesses. This meant that the merchants were able to buy more food and cloth- 
ing and necessities of life, which they imported and thus provided more work 
for longshoremen, transportation workers, and foodhandlers. More revenue, of 
course, flowed into our government treasury and boosted our local public-works 
program. Here again, as you can see, was a chance for more employment. 

The Government is the largest employer in the Virgin Islands, employing both 
local and Federal employees. There has been quite a difference in the wages 
paid to a local government employee in relation to that paid to a Federal em- 
ployee. For instance, the minimum wage for a Federal employee in the messenger 
category would be about $1,200 per annum, plus 25 percent cost-of-living allow- 
ance, In the local government they were paid $780 to $960 per annum (no cost 
of living). How can you pay a worker—a resident of this community—a differen- 
tial for the cost of living, and not pay it to another, when the price of com- 
modities is the same for all. I may say this now, that it has already been estab- 
lished that the cost of living in the Virgin Islands is about 40 percent higher 
than that in the State of Washington, which is one of the cheapest States on 
the continent. 

Washington is 5 percent below Birmingham, Ala.; 8 percent below New York: 
11 percent below Scranton, Pa.; 7 percent below Memphis, Tenn.; and 8 percent 
below Minneapolis, Minn. 

Even to compare cost of living with Puerto Rico you would find that we are 
much higher. From 1939, during the war, to 1950, the cost of living went up 
100 percent. From 1950 to date it is up at least 20 percent and, as you know, 
the 25 percent differential is still being paid to Federal employees in addition to 
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7% percent increase they received this year, which was retroactive to March or 
April. Our local employees are still receiving starvation wages. Dont’ you see 
the advantage being taken of the majority of our workers? But, as I say again, 
because of union activity, we would like you to know and to consider giving us 
a minimum not less than 65 cents per hour. Even though our factories and 
industries are said to be small, it should be realized that they are receiving tax 
exemption and customs duty, import duty, exemption on construction material, 
and so forth, which is not granted to the same industries on the continent. 

Chairman Barpen. To make sure you have had a full say, instead 
of reading your statement, do you have any oral statement you would 
like to make? Or any comment on your written statement that you 
would like to make ? 

Mr. Reesz. No. It is the same thing as Senator Ottley had, the 65- 
cent minimum. 

By having a 65-cent minimum it would make it mandatory because 
some industries are hardly paying above 65 cents. 

Chairman Barpven. I am not disagreeing with you; I am really try- 
ing to think along with you. But are you not a little afraid, if you 
jump your minimum that much at once, you will fix a high minimum 
which will become the maximum, and not leave any leeway for your 
economy to go up and down? It goes up and down. But what would 
happen if you get your minimum too high and your economic situation 
comes down and bangs on it? 

Mr. Reess. It seems that 65 cents would be quite a big jump, but 
you should realize that this wage is from 1951. That is 4 years old. 
And in that 4 years’ time you tive a situation where all industries 
are paying 54 cents, 60 cents; the longshoremen, 85 cents; and nothing 
has happened so far. 

Chairman Barpen. You mean up to now they are getting along. 

Mr. Reese. And they still can go higher. The factories that we 
are negotiating contracts with this year are willing to go 5 cents, like 
the button factory will go 5 cents up. So that would bring you 
59 and 60 cents. In the longshoremen’s division, in certain cate- 
gories, we have $1.05 and $1.20 an hour. And the local industry is 
not affected by the Federal Government. Those paying 50 and 60 
cents are going up to 70 cents. 

Chairman Barpen. You say they can go up to 59 cents. 

Mr. Reese. That is what we are willing to bargain for. 

Chairman Barpen. And you say to raise this to 65. If you reach 
the point where they were losing 2 cents a dozen on buttons what do 
you think would happen ? 

Mr. Reese. If they did lose 2 cents a dozen they might fail. But—— 

Chairman Barven. You see, it is easier for you to make a recom- 
mendation than it is for them to pick up the pieces, because then your 
folks don’t have any jobs. 

Mr. Reese. No. They always will cry out. Employers have been 
crying that they haven’t made a profit; that they have not received 
any boost in sales in the States; that they can’t compete, and things 
like that. They still go ahead. 

Some of the factories have been receiving tax exemption and getting 
$200,000 shipments out with no money going into the local treasury 
tht goes into public works. Do they get all that benefit likewise in 
the States ? 

Chairman Barven. I notice the Virgin Islands Corporation has not 
been doing so well. That is a government operation down here. 
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Mr. Reersr. If you make a comparison of the same industries in 
Puerto Rico, who pay some taxes, there they have more advantage. 
Where we pay less we can come as close as Puerto Rico in a lot of 
industries. 

Chairman Barven. You say that the employers have always been 
saying these things. 

But they are pretty good folks, are they not ? 

Mr. Reesr. I know that. 

Chairman Barpen. They have done a lot to build this world and 
this economy in America. There is not anything on earth that can 
compete, or at least offer as good a program or offer as fine a record 
as private enterprise. So we cannot bawl them out too much. Be- 
cause, you know, I have been yelling for more pay all my life, too. 
They have been looking out for their business, and you and I have 
been looking out for ours; haven’t we? I never have made as much 
money as I wanted ; have you ? 

Mr. Reeser. I don’t think so. 

If you would go through my brief you will see most of the points 
you talk about are covered there, such as the cost of living increasin 
100 percent during the war years, and 20 percent after the war, oat 
the 25-percent differential paid Federal employees plus 7 percent they 
received in 1955 retroactive to March or April. 

What is the difference in a Federal employee or someone else pay- 
ing 17 cents for a can of milk or 30 cents? 

hat is in my brief. You make the comparison. 

Chairman Barpen. Thank you very much for your statement. 

Mr. Reese. Thank you, sir. May I be excused ? 

Chairman Barpen. Yes. 

Are there any other witnesses ? 

Mr. Parewonsky. I wanted to add a little statement. 


STATEMENT OF IZADOR PAIEWONSKY, MANAGING PARTNER, 
A. H. RIISE, INC. INDUSTRIES—Resumed 


Mr. Parewonsky. We happen to be in the rum business here. So I 
would like to explain more or less the reason that we are paying sal- 
aries way above the minimum set. 

The labor factor in the rum industry is a very large percentage of the 
overall picture. We have a plant that we are putting up on the island 
of St. Croix. The Acting Governor is familiar with it. It is a very 
large, elaborate plant. And, based on the activities at this plant, the 
internal-revenue taxes that will come back to this island will be used 
for public services. 

They are also putting up a large byproducts plant which will take 
the waste that went into the ocean previously, and will convert it into 
cash crops. For instance, we will take cattle out of the pastures of 
St. Croix, and, by proper feeding of vitamins which were before 
wasted and going into the ocean, we will be able to add maybe 4 to 5 
cents on the beef. 

The point I would like to make that might be enlightening to Mr. 
Ottley and Mr. Reese is that we have been, many times, me 
by the government of Puerto Rico with the proposition that, if we 
would come over to the island of Puerto Rico and bring the same 
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activities that they are setting up here in the Virgin Islands, the gov- 
ernment of Puerto Rico would provide not only the land and facilities 
and the buildings but would guarantee scientific research which we 
are now doing on our own. The government, furthermore, would 
guarantee that we would participate in $214 million worth of publicity 
conducted by the government of Puerto Rico for Puerto Rican rums. 

We do not have any of those advantages here. We are doing it on 
our own. And we have remained in the Virgin Islands strictly be- 
cause we are natives of this area and we want to see this area prosper. 

The point we must remember regarding jewelry factories and but- 
ton factories is that these people come in here and struggle. It is a 
struggle. Why they left Puerto Rico or why they do not go there 
where the government sets up a plant and sets up every facility 
imaginable because they have the money to do it and they have a 
program for doing it 1s amazing. It is always amazing to me to 
see these little industries start here knowing the tremendous advan- 
tages that would accrue to them if they went to Puerto Rico. 

And, while I am not in favor of a low wage, I would like to see the 
wages increased commensurate with the economy that you have. But 
you must take into consideration that you cannot, being so close to 
Puerto Rico, let the advantages of Puerto Rico overshadow every- 
thing happening here. As a native of this area, I would not like to 
see a lot of these industries just pick up and go elsewhere because 
I know a great deal of damage would be done. 

And, while I respect the attitude of the labor members, because they 
have a right constantly to plug for an increased wage, I think they 
are intelligent enough to realize, too, that there are many economic 
factors that are involved that bear careful consideration. 

And in the overall picture there is enough basic commonsense here 
that is represented by labor as well as members of this community to 
know that certain things are good for this community and certain 
things are bad. And that is why I say that the main thing that we 
should all strive for is to increase the economy of the island, to make 
it function as an economy so that we can pay these better wages. 

Chairman Barpen. Well, I think it is fair to say, of course, that 
it is the job for business to look out for that. And certainly no one 
blames anyone for the attitude of labor. That is their business. But 
there is this one thing : business does not last very long after it ceases to 
make a reasonable profit. 

So we must recognize that, once you cut that spinal cord, you had 
better look out for the patient. 

Mr. Parewonsky. I can give you a specific illustration of that. 

Three years ago we operated many businesses in this area. We had 
160 employees. Just so long as business was prospering in the area 
you could take care of the operation. In fact, we were actually doing 
in the economy what had been attempted in government, to give as 
many natives as possible a chance to participate. 

We have had in our entire enterprise—and there were many 
these 160 people, and I would say 154 were strictly native boys who 
had risen to positions of responsibility. But when business fell off 
to the point where we could not cope with the increased legislated 
wages it became absolutely imperative for us to change the type of 
operation, and we became landlords instead of employers. We turned 
over segments of this economy which we managed before, with the 
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help of local people, to newcomers who came into the area. One 
operation where we had 60 native employees today is run with 16. 
The other one, where we had 40 employees, today has 12. 

What has happened to the people formerly employed in those 
operations ? : 

I cannot tell you what has happened to them. I know that the 
places have been taken by people who came in, and because they 
had more time for concentration on the operation, and also had more 
time for doing the things themselves, the new operations have re- 
sulted to the detriment of the local employment picture. 

Chairman Barpen. Thank you, sir. 

Mr. Ciauncu. In view of the fact of the committee’s tight schedule 
and the fact that they cannot go to St. Croix, would it be possible for 
me to request the interested organizations in St. Croix to submit briefs 
to the Governor for the record, and have them transmitted to the 
committee ? 

Chairman Barpen. I wish you would, Governor. I would appre- 
ciate it, just so they get to us for the record. 

Mr. Ciauncu. I will see that they get to you for the record. 

Thank you, Mr. Chairman. 

(The statements referred to, not having been received at press time, 
will be available for study by the committee when furnished.) 

Chairman Barpen. I am sorry we cannot make it over there. We 
fully intended to. 

Mr. Ciauncu. I realize you have a tight schedule, and I am sure 
the people of St. Croix will understand. I will have a press release 
gotten out explaining to them why you could not get over there. 

Chairman Barpen. Thank you, sir. 

There were a good many committee members who had to go else- 
where. 

The committee stands adjourned. 

(Whereupon, at 3:45 p. m., the committee was recessed, subject. to 
the call of the chairman. ) 

(Pursuant to the directions of the chairman, the following state- 
ments and letters are made a part of the printed record :) 


RUGCROFTERS OF PUERTO Rico, INC., 
New York 16, N. Y., December 12, 1955. 
Hon. GRAHAM A, BARDEN, 
Chairman, Committee on Education and Labor, 
House of Representatives, Washington, D. C. 


My Dear Mr. CHAIRMAN: Shortly after your committee concluded the hearings 
held at San Juan and left Puerto Rico, I was told that a member of the commit- 
tee, citing a Wage and House Division report, stated on the record that Rug 
Brokers, Inc., of Asheville, N. C., started in Puerto Rico in 1953 with a capital 
of $50,000, and in 1 year made a profit of some $850,000. 

The information came to me at second or third hand, and I do not know if I 
have restated these remarks correctly. In any event, I felt that any refutation 
or explanation by me would have much more meaning after the actual facts 
would become a matter of public, sworn record before Special Industry Com- 
mittee No. 18, appointed under the Fair Labor Standards Act, scheduled to hold 
hearings on the rug industry in Puerto Rico during the week of December 5. 

The hearings were held on Thursday and Friday, December 8 and 9, 1955. I 
appeared and testified under oath. I submitted certified financial information. 
I asked permission particularly to correct the data on the basis of which your 
committee had been misinformed. I was assured by Dean Martin Catherwood, 
chairman of the Industry Committee, that “something can be done from the 
standpoint of developing a clear record here of the circumstances in question 
which Mr. Barden or the members of his committee might then well be interested 
in having in terms of a present complete and accurate picture.” 
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This “clear record” has now been made. The facts are these: 
1. Rug Brokers, Inc., has been inactive since 1952, when the factory at Ash- 
ville, N. C., was closed. 

2. The Wage and Hour Division had prepared for the use of Special Industry 
Committee No. 18 a monograph entitled “The Hooked Rug Industry in Puerto 
Rico.” At page 8 of this study there appear what purport to be balance sheet 
summaries of Rugcrofters of Puerto Rico, Inc., as of December 31, 1953, and 
December 31, 1954. 

3. By error, the figures intended to reflect 1953 operations, are the figures for 
1952. The omission of the 1953 balance-sheet figures, coupled with an attempted 
comparison with 1954 figures, leads to completely incorrect results, because, 
actually, there is a 2-year spread, rather than a 1-year period, involved. 

4. Certified financial information for 1952, 1953, 1954, and the first half of 
1955, submitted to the industry committee, shows the following: 

(a) The assets at the close of 1952 were $613,967.22. The assets at the close 
of 1953 were $877,707.98. The assets at the end of 1954 were $956,564.60. The 
assets as of June 30, 1955, were $961,696.21. 

(b) The total capital and surplus as of the end of 1952 was $575,030.41. At 
the end of 1953 it was $759,703.98. At the close of 1954 it was $850,230.72. On 
June 30, 1955, it was $858,942.67. 

5. The latest certified balance sheet, as of June 30, 1955, gives a detailed break- 
down. The total assets of $961,696.21 include fixed assets (after reserve for 
depreciation) valued at $239,300.26; inventories of $118,293.08; and accounts 
receivable of $595,579.10. Current and mortgage liabilities are $102,753.54. 

6. Actually, therefore, the increase in total capital and surplus from the end 
of 1953 to the end of 1954 was $90,526.74, and not $275,200.31, as the figures at 
page 8 of the Wage and Hour Division study would seem to indicate. Further- 
more, during 1954, the company received the proceeds from a $50,000 life-insur- 
ane policy. The net operational increase, therefore, was $40,526.74. 

7. In 1953, the net profit of Rugcrofters was 11.31 percent on sales. In 1954, 
this profit dwindled to 5.6 percent. For the first half of 1955, the profit is down 
to fifty-eight one hundredths of 1 percent. 

Rugcrofters employs more than 400 workers. Together with other companies 
in the hooked-rug industry it faces crippling competition from relatively recent 
tufting machine developments, which permit mass production at a lower cost. 
There is competition from Mexico and from Japan. Yet, it is our desire to keep 
on operating, to provide employment for our workers so long as we are able to 
survive within the rising cost structure here. 

Since I am sure, as Dr. Catherwood said, that you and your committee would 
want a “complete and accurate picture,” I ask that the information in this letter, 
based upon the sworn record before the special industry committee, be incor- 
porated in the records of your committee to eliminate the error that now appears 
there. I am taking the liberty of transmitting a copy to Dean Catherwood, since 
I had told his committee that I would write to you. 

RicHarp C, KLINE. 


STATEMENT or J. WILLIAM ANCHELL, St. THomas, V. I. 


First, I would like to make it clear that I am in complete accord with the 
basic concepts of the Fair Labor Standards Act. Despite many serious mis- 
takes in the law itself and in its administration, its accomplishments have been 
excellent. 

A while back, I had occasion to inquire why a certain wage rate was higher in 
the Virgin Islands than in Puerto Rico, and was informed that it was because of 
a higher living cost. In this particular industry there was an abundance of 
skilled workers in Puerto Rico, but almost none with any experience in the 
Virgin Islands. Obviously, an employer cannot pay higher wages to inexperi- 
enced workers and meet competition despite his realization that more income is 
needed to cope with higher living costs. The result of this unrealistic wage rate 
was tragic. It repeatedly diverted new industries away from the Virgin Islands. 

One of the cardinal functions of the Fair Labor Standards Act is to promul- 
gate wage rates that will not curtail employment. High wage rates and no jobs 
are meaningless. Legislators and administrators often overlook this undeniable 
fact in their anxiety to be fair to the workers, but it should be given very serious 
consideration when revising minimum wage rates. 
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THe Bayuis Bros. Co., 
Aguadilla, P. R., December 15, 1955. 
Hon. GraHAM G. BARDEN, 
Chairman, Committee on Education and Labor, 
United States House of Representatives, Washington, D. C. 

DEAR Mr. BarpEN: I am pleased to forward to you, according to your letter, in 
reply to a telegram of mine, while you were in Puerto Rico, a brief I have pre- 
pared on our needlework industry. 

I respectfully request you submit this brief to the consideration of your Com- 
mittee of Labor and Education, House of Representatives of the United States. 

Respectfully yours, 
RAFAEL IGARTUA, 


(The statement referred to follows :) 


MEMORANDUM TO THE COMMITTEE ON EDUCATION AND LABOR OF THE UNITED STATES 
House oF REPRESENTATIVES 


Mr. Chairman, Mr. Congressmen, Mrs. Green, my name is Rafael Igartua, proud 
to be a true American citizen, born in Aguadilla, P. R. I went through high 
school and attended college, 2 years in the University of Puerto Rico and 1 year 
in the College of the City of New York. 

As a good American citizen, I have great interest in the welfare and progress 
of my fellow citizens of Puerto Rico, that forms part of our great Nation. 

Our industry was established in June of 1946 by Meerit D. Baylis and Richard 
EK. Baylis of Cincinnati, Ohio, and Rafael Igartua of Aguadilla, P. R. 

The company was formed after M. D. Baylis and R. E. Baylis received their 
officer discharges from the United States Navy, after their service in World War 
II. Before M. D. Baylis joined the Navy, as a Navy officer, he was employed by 
the Puerto Rico Air Depot, where he and I became acquainted, in the same 
activity during the war. 

The three principals of this company are still young men, religious, sober, 
industrious and well thought in our communities. 

Our company started on a very small scale manufacturing girls’ dresses. A 
very few women were employed in Aguadilla, manufacturing a small volume of 
work, which our company had at the beginning. 

Through hard work, perseverance, and the help of our Lord, we have devel- 
oped our industry in 8 years, and now we employ around 800 homeworkers in the 
districts of Aguadilla and Camuy. Our personnel, also, includes a large number 
of factory supervisors, inspectors, checkers, packers, janitors, and drivers. 

All the manufacturing of our entire line of dresses is done homework, in 
Aguadilla and Camuy. The completed garments are sent to Cincinnati, where 
distribution is made to retail outlets all over the United States. 

Our payroll totals every year around $350,000. 

Our minimums in the handwork division are as follows: 25 cents per hour in 
the infant wear division, and 35 cents per hour in the children wear division. The 
minimum rate in the machine work division and other operations is 40 cents 
per hour. 

Our homeworkers mainly live in the rural districts and prefer to work in their 
homes to help their husbands in the farms and also take care of their children. 
These humble sewers are reluctant to go to work to a factory. 

Occasionally, we make a census in our industry, to determine how many 
sewers would prefer to work in a close factory, and unfortunately, only 5 to 10 
percent of our total number of sewers are willing to work inside a sewing 
factory. For this reason, we have continued our sewing operation homework. 

The average salary a homeworker sewer can made is from $15 to $20 per week, 
depending on the amount of time she dedicates to the work. She saves a daily 
trip expense to the factory and lunch. The above estimate refers to a normal 
week of 40 hours. 

Investigations and time tests are done periodically by the Federal Department 
of Labor and I like to read a statement dated January 5, 1955, by Mr. William 
R. McComb, Administrator, Wage and Hour Division, Federal Department of 
Labor, sent to Mr. Sam Schweitzer, president of the Needlework Association of 
Puerto Rico, that proves without doubt that adequate safeguards against cir- 
cumvention er evasion of established minimum-wage standards are contained 
in the existing homework regulations. True copy of letter enclosed herewith. 
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We believe in a gradual, flexible wage increase in Puerto Rico, that might 
permit the improvement of living standards in the island, to our fellow citizens, 
Fast increases and fixed wages to industries like the needlework, with so great 
competition from abroad, will no doubt bring a wage increase in paper to Puerto 
Rico, but truly unemployment as a result. 

We know of our Governor and Resident Commissioner democratic effort to 
impress upon you our most delicate problem. We feel confident in the true 
democracy of our great Nation, the United States of America, and in this honor- 
able Labor and Education Committee, that Congress has sent us, to do us jus- 
tice, to enable us to continue developing our industrialization program for the 
benefit of the labor class. 

Gentlemen, Mrs. Green, I wish to thank Mr. Barden, a great friend of Puerto 
Rico, and of you all, for your great interest in the welfare of your communities 
and Puerto Rico, as well, for giving me the opportunity to come before you to 
present this statement. 

The loyal American citizens of Puerto Rico look forward for your most serious 
consideration of our minimum-wage problem. Thank you very much. 


UnitTep States DEPARTMENT OF LABOR, 
WAGE AND Hour anp Pustic Contracts DrvIsIons, 
Washington 25, D. C., January 5, 1955. 
Mr. Sam ScHWEITZER, 
President, the Puerto Rico Needlework Industry Association, Inc., 
Mayaguez, P. R. 


Dear Mr. ScHWEITzeER: You will recall that Special Industry Committee No. 
15 for Puerto Rico unanimously adopted a resolution recommending that the 
Administrator investigate homework conditions on operations such as machine 
sewing, pressing, stamping, and similar operations in the needlework and fabri- 
eated textile products industry and the men’s and boys’ clothing and related 
products industry in Puerto Rico. The committee further recommended that the 
Administrator issue such orders prohibiting or restricting such homework in 
these industries as he finds necessary either to prevent the circumvention or 
evasion of the minimum wages established by wage order or to prevent the 
channels and instrumentalities of commerce from being used to spread and per- 
petuate labor conditions detrimental to the maintenance of the minimum stand- 
mor of living necessary for health, efficiency, and the general well-being of 
workers. 

An investigation of industrial homework operations other than hand sewing 
has been conducted by these Divisions pursuant to the resolution adopted by 
Committee No. 15. The investigation discloses that no material change in the 
volume of such operations has occurred during the past 4 years. In this connec- 
tion, the study showed that there was a peak of 1,838 homeworkers engaged in 
machine sewing, pressing, and stamping during 1951, 1,752 during 1952, 1,566 
during 1953, and 1,631 during the first half of 1954. Since the seasonal peaks 
for individual firms do not coincide and since a number of the firms employ a 
significant number of homeworkers only during the peak months, the average 
number of homeworkers employed during these periods would have been appre- 
ciably lower. The principal needlework firms employing homeworkers on 
machine operations have been established for a number of years and there is no 
indication that the more recently established firms are employing significant 
numbers of homeworkers on such operations. Nor does it appear that the pres- 
ent volume of such homework constitutes a threat to factory standards. 

I find that adequate safeguards against circumvention or evasion of estab- 
lished minimum-wage standards are contained in the existing Puerto Rican 
homework regulations, which provide that homeworkers shall be reimbursed for 
the costs of materials or other expenses incurred directly in the production of 
goods to the extent that such expenses would reduce employee earnings below 
the applicable minimum rates. In this connection, it was found in the case of 
the largest employer of homeworkers on machine work, who engages almost 
half of all such workers, that the piece rates paid by the firm yielded earnings 
to homeworkers substantially above the established minimum rates. 

After careful examination of the information obtained from the investigation, 
I have concluded that the prohibition or other restriction of homework in ma- 
chine sewing, pressing, stamping, and similar operations would not be justified 














fo Lia aaa 





ocormsa “™ - * 


7 





MINIMUM WAGES FOR PUERTO RICO AND VIRGIN ISLANDS 377 


at the present time. However, I shall pay close attention to future develop- 
ments with respect to such homework and, should conditions show substantial 
change which may constitute a threat to existing standards, I shall consider 
appropriate corrective measures. 

I wish to convey my sincere appreciation to you and the other members of 
Committee No. 15 for the interest you have expressed in Puerto Rican working 
conditions by bringing this matter to my attention. 

Very truly yours, 


Wa. R. McComs, Administrator. 


CHARLOTTE AMALIE, St. THOMAS, 
December 138, 1955. 
Hon. GRAHAM BARDEN, 
Chairman, Committee on Education and Labor, 
Washington, D. C. 


Dear Hon. Barden: It was a great disappointment to the people of St. Croix 
that you and your committee did not visit our island. Had I known this before- 
hand I would have gone to St. Thomas to testify in person rather than give my 
views in writing. 

I am a native of this land, and have been working for the last 15 years as 
general manager of the Annaly Estates, consisting of 4,000 acres of which 300 
acres are in sugarcane, We also carry about 1,200 head of cattle. 

At the regular session of the Legislature of the Virgin Islands held in January 
to March of this year, we passed bill No. 59 classifying laborers in five brackets: 


1. Unskilled agricultural worker, minimum wage, 40 cents per hour 
2. Sales or service clerk, minimum wage, 40 cents per hour 

. Usskilled laborer, minimum wage, 50 cents per hour 

. Semiskilled laborer, minimum wage, 65 cents per hour 
5. Skilled laborer, minimum wage, 85 cents per hour 


About 2 months ago the United States Department of Agriculture held its 
annual sugar hearing in St. Croix to determine fair wages for labor in the 
sugarcane industry. The results have as yet not been published. 

The Production and Marketing Administration require at present that un- 
skilled laborers be paid 40 cents, semiskilled, 50 cents, and skilled, 65 cents in 
the sugarcane industry. 

During 1955 sugar crop the islands’ 377 sugarcane growers harvested 4,825 
acres totaling 96,422 tons of cane, which is an average of 19.98 tons per acre. 
With 20 tons per acre and declining sugar prices I do not believe the sugarcane 
growers can continue growing cane if they have to pay higher wages than at 
present required by the Sugar Act. 

The economy of St. Croix depends on this vital industry, in fact the entire 
Virgin Islands. Rum, manufactured in the Virgin Islands as a byproduct of 
our sugar industry, is shipped to the States, and the internal revenue taxes col- 
lected thereon are returned back to our local government as matching funds 
and for the further development of our Islands. 

Cattle raising is our second largest industry. Wages paid to labor for raising 
eattle has always been the same as those paid for growing cane. It is my 
belief that this is irregular. The United States Government pays the sugar 
grower 80 cents for every 100 pounds of raw sugar he produces, which amounts 
to about 15 percent of his gross income. 

The cattle raisers are not subsidized. As you know the cattle prices are on 
the decline. Our market for livestock has always been Puerto Rico. Due to 
the influx of cheap meat to Puerto Rico from Santo Domingo and Mexico, where 
wages are less than half what we pay, we have not been able to sell our live- 
stock profitably. Also Puerto Rico pays lower wages in the cattle industry and 
can therefore better compete. 

Wages paid for growing small crops has always been based on the wages paid 
for growing cane. A man growing potatoes, bananas, etc. in the Virgin Islands 
has to put his products on the market in competition with similar imported 
vegetables from Puerto Rico and Tortola where the labor wages is half of what 
is paid in the Virgin Islands. 

We have on the Islands many people willing to work, but who due to age or 
other disability are not competent enough to work in the cane fields, but who 
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could work in small crops, maintenance of pastures, etc., if their employer was 
allowed to pay them a reasonable compensation. 

We have other industries and as time goes by we hope to have more. However, 
we cannot expect capital to invest in a community where wages are so unstable. 

It is my recommendation a committee be appointed comprising of representa- 
tive of labor, agriculture, and other industries, to study our local situation 
thoroughly, before any final decisions are made. This committee probably may 
find some type of work being underpaid and others paid beyond what the 
industry can support. 

If I can be of any further help, please feel free to call on me. 

Very truly yours, 


Faeits LAWAETz. 


STATEMENT OF MR. JUAN VERA VERA, PRESIDENT, Union Osreros UnNipos 
INDUSTRIAL DE LA ConsTRUCCION, LOCAL 924 


My name is Juan Vera Vera. I come from Ponce. I represent the Union 
Obreros Unidos Industrial de la Construccién, Local 924, affiliated with the 
Packinghouse Workers Union, CIO. I am its president. 

I am very anxious to present to you the point of view of the workers of Puerto 
Rico. They are very much underpaid. Their minimum wages are very inade- 
quate. They deserve better treatment. 

I can speak of this because I worked both in the United States and in Puerto 
Rico. When I worked in the United States, in Illinois, I was paid $1.27 as a 
mason’s helper and later $1.75 as a welder. This was in 1949. In Puerto Rico 
the same worker gets paid much less, even today. Mason’s helpers get a mini- 
mum wage of 68 cents under our union contract—this was the best we could get 
for them. Welders under our contract get $1.42 an hour, as their minimum. 
Of course, these are not the wages set by law. Under the law they are much 
much lower. I must explain that some of our members work solely on local 
work, while others are subject to the Federal minimum wage law. Under the 
insular law the general minimum is 32 cents for labor in construction while 
under the Federal law it is 50 cents an hour. Our members do all sort of 
construction. We build bridges, we build factories, we build roads. At the 
present time some of our members are constructing the new oil refinery for 
the island. 

Now as I said I had a chance to see people at work here and in the States. 
No question exists in mind that we, workers of Puerto Rico, are in all respects 
as capable and as efficient as workers on the mainland. We measure up in all 
respects. We deserve similar treatment but we do not get it. This is unjust 
and inhuman. 

As one who lived in the States I also know that here on the island we must pay 
higher prices for everything we buy. We cannot live as well as our brothers 
and sisters in the States not only because our salaries are so much lower but 
because the prices we have to pay are so much higher. This is unjust and 
inhuman. 

You gentlemen and ladies of the Congress of the United States can help to 
rectify this injustice to the American citizens of Puerto Rico. We do not ask 
much. All we ask is that you grant our people the same increase in our mini- 
mum as you have given to the people on the mainland. There the minimum is 
going up from 75 cents to $1 an hour. This is a 25 cent raise in minimums. 
Here we would like to see our minimums also go up by at least 25 cents. It is 
not enough but it is a start to bring our wages closer to those in the States. 
Other changes will have to be made by industry committees in order to bring 
us gradually to the same standards as in the States. 

We believe that our people in Puerto Rico deserve such an increase. It will 
help them to fight the difficulties of life and help them to buy many things which 
they cannot afford to buy now. 

We have shown in this island that when unions are strong, they can manage 
to raise wages much above those provided by law. But we are not too strong in 
many sections of our industries and agriculture. At such times employers take 
advantage of our people and pay them miserable wages. This should not be 
permitted to continue. You can help to set us on a right road. 
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STATEMENT OF Miss CARMEN JULIA REVERA, MEMBER OF THE AMALGAMATED 
CLOTHING WORKERS OF AMERICA 


My name is Carmen Julia Rivera and I live at Florida Street No. 54, Mayaguez, 
Puerto Rico. I work with Clinton Corp. which produces men’s pants. 

I am a member of the Amalgamated Clothing Workers of America, Puerto 
Rico, and I am also on the shop committee. 

Until this last June I was earning only 35 cents an hour. This was the mini- 
mum wage for the last 4 years. In June it became 47% cents. Then, when we 
joined the union, my wages were raised to 521%4 cents an hour. When I was in 
New York from 1949 to 1951 I earned $1.20 an hour. Here I work just as hard 
and just as well and earn less than half. 

Rents are very high and food more expensive than in New York, and all of 
us in the factory have serious problems because we earn so little. I have a hard 
time but I am better off than some of my coworkers because I only support my 
mother and myself. For example, Maria, a friend who works with me, is the 
sole support of five children. It is a miracle how she struggles to get along. 
Another friend in the shop, Victoria, needs an operation on her eye, but she can- 
not raise the money to pay for it. Our cutter, Luis, was told he had to havea 
serious operation. He arranged for it with a clinic but when he learned that 
he would have to be out 4 weeks he couldn’t go through with it because he is the 
sole support of his wife and 4 children, and they could not manage without 
money for 4 weeks. Our wages are not enough to make ends meet. 

We hear that minimum wages were raised 25 cents for the rest of the United 
States. We believe we should get the same raise. We work just as well and just 
as hard as workers who are getting the increase, and we need it very badly. 

I join with my fellow workers in asking this honorable committee to help us 


on the island get the same increase of 25 cents as workers on the mainland 
received. 


RESOLUTIONS OF PUERTO RICAN ASSEMBLY 


{Translations by Elizabeth Hanunian, Library of Congress] 


(Third Ordinary Session, Second Legislative Assembly (H. J. R. 2728) J. R. 77) 


Approved on June 1, 1955 


JOINT RESOLUTION 


Authorizing the Secretary of Labor of Puerto Rico to defray the necessary expenses of the 
committees studying the establishment of the minimum salaries [wages] which should 
be paid by the industries in Puerto Rico; allocating the amount of one hundred thou- 
sand ($100,000) dollars for such purposes. 


Be it Resolwed by the Legislative Assembly of Puerto Rico: 

Article 1—The Secretary of Labor of Puerto Rico is authorized to defray 
the necessary expenses in order to facilitate the study being made by the commit- 
tees to determine the minimum salary [wage] which should be paid by the indus- 
tries established in Puerto Rico. 

Article 2.—The sum of [fone] hundred thousand ($100,000) dollars is allocated 
from whatever funds may be available in the Treasury in order to put into 
effect the objectives of this resolution. 


Article 3.—This resolution shall become effective immediately upon its 
approval. 


DEPARTMENT OF STATE. 
This is to certify that this is a true copy of the original approved and signed 
by the Governor of the Free Associated State of Puerto Rico on June 1, 1955. 
N. ALMrRory, 
Assistant Secretary of State of Puerto Rico. 
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(Third Extraordinary Session, Second Legislative Assembly H. J. R. 2368) 


JOINT RESOLUTION 


Authorizing the Secretary of Labor of Puerto Rico to defray the necessary expenses of the 
committees studying the establishment of minimum wages which should be paid by the 
industries in Puerto Rico; the amount of 25,000 (twenty-five thousand) dollars being 
allocated for such purposes 


Be it resolved by the Legislative Assembly of Puerto Rico: 

Article 1—The Secretary of Labor of Puerto Rico is authorized to defray 
the necessary expenses in order to facilitate the study being made by the 
committees to determine the minimum salary [wages] which should be paid by 
the industries established in Puerto Rico. 

Article 2—-The amount of twenty-five thousand ($25,000) dollars is being 
allocated from whatever funds may be available in the Treasury in order to put 
into effect the objectives of this resolution. 

Article 3.—This Resolution shall become effective immediately upon its 
approval. 

DEPARTMENT OF STATE, 


This is to certify that this is a true copy of the original approved and signed 
by the Governor of the Free Associated State of Puerto Rico on September 28, 
1954. 

NrcoLAs ALMIROTY, 
Assistant Secretary of State of Puerto Rioo. 


MEMORANDUM OF JUAN GONZALEZ MALDONADO, PRESIDENT, UNION DE TRABAJADORES 
DEL TRANSPORTE DE Puerto Rico y RaAMAS ANEXAS, INc, 


[Translated by Elizabeth Hanunian, Library of Congress] 


The Union of Transportation [Transit] Workers of Puerto Rico and Subsid- 
iaries, Inc., respectfully appears before the members of said committee in order 
to [request permission to] submit written and oral proof at the hearings to be 
held on December 2, 1955, relative to the minimum wage [paid] in the transpor- 
tation industry of Puerto Rico. 

In 1939 and 1940, a private firm [had charge] of public transportation in 
Puerto Rico, with routes exclusively in the area of the capital city; it was in 
the hands of a private owner, Mr. Rafael Arcelay, now deceased. 

A year later the firm was taken over by the Federal Government for reasons 
unknown to us. Then, in 1942, the government of Puerto Rico passed a law, 
known as [Public] Law 125, providing for the establishment of the Transporta- 
tion [Transit] Authority of Puerto Rico. From that time up to the present, 
this industry has been ruled by Mandatory Decree No. 12 concerning transporta- 
tion. Despite the fact that the wage for this industry, which comprises vehicles 
with a capacity of more than 10 passengers, has been amended by decree several 
times, and despite the fact that public carriers other than the Transportation 
[Transit] Authority of Puerto Rico are guaranteeing in almost all communities 
of the island a minimum wage of not more than 50 cents per hour, said decree, 
which is applicable to this industry, has not been amended to raise the wages 
of and other benefits for workers in this industry for approximately 6 years. 

Our organization has succeeded in the past 3 years, after 13 long years of 
collective bargaining, in raising this wage to 75 cents per hour by way of a 
collective-bargaining agreement. 

For the year 1949 the Puerto Rican Transportation [Transit] Authority had 
asked through its comptroller the Finance Committee[s] of the Senate and 
the House for an appropriation [subsidy] of $1,800,000 for the operation of the 
agency, which were allocated as follows: 


$750,000 for the purchase of equipment in 1949; 
$750,000 for the purchase of equipment in 1950; 
$300,000 for paying off debts. 


Up to now the business has been highly profitable, because not only have part 
or all of the debts incurred by said agency been paid off, but also all its carriers 
have been improved at an approximate cost of 2 or 3 million dollars over a period 
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of 2 years; all equipment owned by the agency has been greatly improved and 
there has been no need for requesting subsidies for its operations from the 
legislature. 

Taking into account that under the law it does not have to pay arbitration 
awards nor taxes which would amount to more than $4,500,000, the Transporta- 
tion Authority, as a quasi-public agency, has derived a nice profit. 

To enable it to attain its objective of economic expansion, tlie Transportation 
Authority was abliged to establish work shifts which are highly harmful and 
prejudicial to the health of its workers who cannot improve their health and 
economic conditions because of the miserable wages they receive despite the 
fact that we have succeeded in obtaining for them a higher wage than the mini- 
mum provided by Decree No. 12 concerning transportation. 

The repair and maintenance shops of the Authority's bus and streetcar 
division have been greatly improved owing to the sacrifice and cooperation of 
the workers who, in spite of the fact that they are smaller in number than we 
consider necessary for maintaining the repair and maintenance operations, and 
who, in spite of the fact that they are working directly on heavy diesel equip- 
ment, receive a maximum wage of 75 cents and a minimum wage of 44 cents 
per hour. 

To make it clearly understood that the taxes in this country are very stiff and 
that the cost of living in Puerto Rico is very high in comparison to the present 
wages paid in the transportation industry, we most respectfully request the 
members of your committee to include in the list of industries to be investigated 
the Transportation Authority of Puerto Rico [Puerto Rico Transit Authority], 
now Puerto Rican Port Authority, the headquarters of which are located at 
Avenida Muiioz Marin, Parada 27, Hato Rey, P. R. 

We understand that the Puerto Rican Port Authority can pay a minimum wage 
of $1 per hour to skilled workers, and an increase of 3314 percent in the other 
wage scales, without prejudice to the progress of the industry or to the residents 
of the metropolitan area who use the services of its buses and streetcars for daily 
transportation. 

Because in the past, i. e., between about 1940 and 1952, the authority has 
operated fewer routes with less adequate equipment, with government subsidy, 
it has never adopted the measure of increasing fares in order to make it possible 
to balance operation costs and payment of a decent wage, nor has it in the 1952-55 
boom period during which unanticipated liquid profits were obtained, service 
extended to a large number of new routes and operations carried on without 
government subsidy or without the fares having gone up in order to obtain these 
financial gains for the company. 

In almost all other countries of the world, including the United States of 
America, not only does the public service agency of the State operate at a loss, 
not only does the State government provide subsidies so that private carriers 
ean continue to render public service, but it has been found necessary to increase 
fares in order to enable public carriers to continue operating in the different 
categories and forms in which they are rendering these services to the public in 
other countries. 

It is neither fair nor reasonable not to want to ask the Puerto Rican Port 
Authority for a subsidy as in the past because of not wanting to increase the 
fares on some or all routes. This economic expansion policy, and the manner in 
which it is being carried on by the authority, is detrimental to the health and 
future security of the workers inasmuch as the authority maintains a wage 
scale as low as, according to their statements, the miserable wage established by 
Mandatory Decree No, 12. 

We most respectfully request the members of your committee that it have an 
investigation made of all other industries providing public service with paid 
transportation. 

We hope that these data, though they are not very extensive, clearly show you 
our immediate need for approval, through [the good offices of] your committee, 
of a decent minimum wage which will pay for the sacrifice and work put forth 
by those working for the Puerto Rican Port Authority. 

Thank you very much for such attention as you may be able to give to this 
memorandum, and we stand ready to continue to cooperate with your committee 
to which we can present such written proof or [oral] testimony of witnesses as 
may be necessary for you to have a crystal-clear case which will ultimately be 
decided in favor of these workers, 
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{Translated by Elizabeth Hanunian, Library of Congress] 


D®EceMBER 1, 1955. 
House COMMITTEE ON EDUCATION AND LABOR, 
Washington, D. C. 

Srres: In accordance with the draft bill introduced during the hearings, I am 
essentially in agreement with its spirit. Therefore I most respectfully beg to 
submit to you, for your consideration, an opinion relative to [certain] amend- 
ments which, I think, should be incorporated into the proposed bill. According 
to the proposed bill, the minimum wage is to be increased by 33% percent [to] 
$1 or over, and to be made into law within the shortest possible time. 

If this is the desire of the legislators, I am of the opinion that the legislature 
should approve immediately a minimum wage [increase] of at least 3344 cents 
[sic] per hour, to be generally applicable to every business, occupation or indus- 
try; that thereafter the committees should continue their work and be given 
flexibility for making a study of those industries which allegedly are not in 
a position to pay this increase; but, anyhow, it is urgently necessary that the 
legislature approve an overall [increase of] 3314 percent [sic] in Puerto Rico. 

The experiences which we in the labor movement have had with the mode of 
operation of the present Minimum Wage Board are very sad. The procedures 
employed so far by the committee of the Minimum Wage Board are completely 
exasperating, inefficient, and inspire no confidence. Therefore we are afraid 
that the proposed bill merely provides for the elimination of the present Minimum 
Wage Board, for the reasons stated above, but that, on the other hand, said 
bill as it now reads will have a new Board appointed, with the same old 
procedures which are unpleasant enough. 

Furthermore, I beg to suggest an amendment to the proposed bill in its section 
II, No. 18, to include, under the heading, “Minimum Wage Board,” page 3, the 
legal right of organized labor to have a Labor representative on the Minimum 
Wage Board, or on the investigating committee, in case of investigation of 
some particular industry, this representative to be a regular member of the 
particular industry to be investigated. This would provide organized labor 
with genuine representation and protection of its interests, as he would, in that 
case, be a person knowing from the ground up the problems of the workers in 
the industry under investigation. 

I also beg to suggest that the minimum wage, to be approved by the legisla- 
ture or by the committees of the Minimum Wage Board, be made applicable to 
the minimum wage which the workers were receiving, due to collective bar- 
gaining, either when they obtained an increase by legislation, or when an 
increase was recommended by the committees, for final approval by the Minimum 
Wage Board. 

Thus it is that the proposed bill lends itself to misinterpretation prompted 
by bad faith on the part of some unscrupulous employers whose attitude, when 
it came to implementing the legal paragraph would be negative and the labor 
organizations would have to go to the courts and we would always be at a dis- 
advantage in view of possible litigation in favor of the employers. 

I am of the opinion that this proposed bill should clearly state that the 
Minimum Wage Board or the legislature have authority to apply decrees on 
minimum wages or salaries, which are directly applied by the legislature, to all 
agencies [under this program] of economic development of Puerto Rico; that 
this minimum [wage or salary] is not to be applied by legislation or decree to 
clerical employees, executives, chiefs, directors, or to any other person recognized 
under the law as an employer; but that however, those wage increases are to 
be applied by legislation or decree to all officially skilled, semiskilled, and 
unskilled workers who are working for business, industrial, or any other enter- 
prises which now or in the future may become part of an arrangement covering 
all workers of those employers. 

I am making these observations because it is not right that in a country, where 
we loudly shout that we want “the democratic way of life,” there should be 
workers not protected by a Federal wage either by decree, through the Minimum 
Wage Board, or covered by benefits under the Retirement Act; we are extending 
to Government banks and innumerable others such benefits as the Government 
employees receive under the law who are covered by the regulations and jurisdic- 
tion of the Personnel Board. 

This Board or its committees should have authority on the basis of the proposed 
bill to investigate all industries, businesses, factories, or any other undertaking 
set up for financial gain and at present eligible for tax exemption under the law 


a a 


i eet alk tl CO 


~ he 


| 





MINIMUM WAGES FOR PUERTO RICO AND VIRGIN ISLANDS 383 


because of pouring these profits into a group of foreign industries. Finally, we 
most respectfully ask your subcommittee to include the transportation industry of 
Puerto Kico and the Streetcar and Bus [Transit] Division of the Puerto Rican 
Port Authority, in the first [group of] industries, businesses and occupations to 
be investigated. We understand that that industry, which is doing a highly 
profitable business of $10,000 a day, is an enterprise operating on a strictly cash 
basis and enjoying a legal privilege which causes it to save about $280,000 a year 
by (non-]payment of income and property taxes, together with other profits. If 
it were an industry under private ownership doing a similarly lucrative business, 
. would be obliged to pay the above amount into the Public Treasury of Puerto 
ico. 

It is our understanding that this industry could pay a minimum wage of $1 per 
hour, without prejudice to the interests of Government, of the residents of the 
metropolitan area, or of the industry itself, and showing real fairness to the 
workers in its employ. 

Thank you in advance for such attention as you may be able to give to these 
additional arguments as well as to our petition, because we are confident that 
as soon as our proposals contained in the proposed draft bill have become law, the 
labor leaders will, as usual, follow through by showing [their appreciation of] 
your efforts in behalf of the worker class of our country. 

Respectfully yours, 
JUAN GONZALEZ MALDONADO, 
President, Union of Transportation Workers of Puerto Rico. 


STATEMENT OF ADOLFO MARTINEZ, PRESIDENT, GENERAL UNION OF WORKERS OF 
Puerto Rico 


(Translated by Elizabeth Hanunian, Library of Congress] 


I am appearing before this committee to represent the General Union of Workers 
of Puerto Rico (UGT) and in my capacity of president of the union, in order to 
explain to the members of the committee the points of view of our organization. 

During the 10 years of industrialization in Puerto Rico, sponsored by our 
Government, only 25,000 jobs have been created which pay very low wages. 
Despite this industrialization, the unemployment problem in Puerto Rico has 
not yet been solved, it has only been mitigated somewhat by industrialization, 
emigration, and the growing number of our young people who have been called 
into the Army. Despite thereof, there are symptoms of growing unemployment 
in Puerto Rico, in that there are growing symptoms of economic crisis as 
evidenced in the southern and eartern parts of the island. 

At the present time, mechanization plays a major role in the wave of unemploy- 
ment. All sugar plants and [distribution] centers have been mechanized and 
the workers get nothing out of this mechanization. This means that mechaniza- 
tion is being carried out at the expense of worker layoffs and those who remain 
in their jobs get very low wages. We wish to make it clear that we are not 
against mechanization, because we know that the country must progress, but, 
to make up for this state of affairs, we want better wages and compensation for 
those who are laid off as a result of this mechanization. 

There is no program to provide an incentive for youngsters standing at the 
threshold of adulthood. The industrialization of Puerto Rico is largely based 
on feminine labor. This is the pattern prevailing in most plants operating in 
Puerto Rico, and it is due to the fact that women are paid less than men. The 
wages received by our youngsters and women are very low because of lack of 
union tradition in these social strata. Most plants had established a system of 
discriminatory apprenticeship which resulted in a worker exchange, because, in 
most cases, when workers are about to complete their period of aprenticeship, 
they are laid off and new manpower is recruited, and thus they get around the 
law. One of the reasons why these comrades of ours organize is to demand 
better wages and working conditions. 

While the cost of living and prices have risen progressively by more than 100 
percent since 1940-41, real wages have not gone up for the workers in general, 
nor for the youngsters and women in particular. 

The increase of the Federal minimum wage from 75 cents to $1 affects some 
111,000 workers, i. e., one-seventh of the Puerto Rican labor force of 750,000 
workers. The truth is that the Federal Law has normalized [balanced] produc- 
tion by exportation, but the domestic situation has not been taken care of. 
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In their overwhelming majority, the domestic expansion industries are not 
covered by mandatory decrees, nor are they organized, and [they] are based 
[depend] on cheap labor. Industries whose main plants are organized in the 
United States are unorganized outfits in Puerto Rico, having been taken out of 
the labor organizations over there [USA], where they must pay the workers 
good wages, and here turning into enemies of the Labor organizations. In the 
realization of their exploitation program they depend on the Taft-Hartley Act 
and the division of the local Labor movement. Most of them are “run away” 
industries coming over here in order to take advantage of [income] tax exemp- 
tion and the low salaries paid here. 

These are the reasons why those plants [industries] are emigrating [moving] 
to South America and Puerto Rico, where labor is very cheap, to the prejudice 
of the American workers and detriment of our worker class. 

We believe in a single law covering interstate as well as domestic [labor]. 
The present situation of both a Federal law and insular law, of a Federal Com- 
mittee on Minimum Wages and of an Insular Minimum Wage Board, lends itself 
to the facilitation of employer exploitation of workers, especially in these new 
economic development plants where there are no labor organizations. It is very 
difficult to organize the workers in these plants because persecution of the labor 
movement by employers, who intimidate the workers and resort to reprisals when 
they are trying to organize. Meanwhile, these workers remain without pro- 
tection and, have neither annual nor sick leave rights. 

It is our opinion that inasmuch as the enslaving Taft-Hartley Act is applied 
here—the worst enemy of the workers—the Federal Minimum Wage Act is also 
aplicable here. 

We also want to point out here that worker representation on the committee, 
coming here to investigate the different industries in Puerto Rico, are partial 
[biased] since no consideration is given to the situation prevailing in the labor 
movement. At present there are seven unions in Puerto Rico, all of which should 
have representation on these committees in the same form in which the em- 
ployers and public interest are represented. Representation on those committees 
other than we are suggesting is not adequate representation of all the workers. 

In our opinion, these committees in charge of wage reform, Federal, as well 
as insular, should have a fixed revision schedule. The clause in the Federal 
Wage Reform Act, with an elastic terminology, i. e., that, “within 1 year and 
before the end of 2 years, the insular wages should be on a par with the Federal 
minimum,” is apt to create a similar situation to that prevailing at the present 
time, when we never know when a decree is going to be revised, nor can we 
workers make preparation for a really good case during the hearings, since with 
a law “coming out of a blue sky we don’t know what time it is.” 

I want to make it clear that UGT is most willing to extend all possible coopera- 
tion toward a better application of these laws, and that is why the committees 
as well as the Minimum Wage Board must have representation of the different 
unions. 


In conclusion we want to summarize, and advocate and support, what we 
have stated above: 


(1) One strong minimum-wage law, both insular and Federal, leaving nothing 
to chance. 

(2) Wages should be on a par with industrialization and mechanization, and 
not as presently prevailing, a situation which lends itself to exploitation of the 
worker class. We believe that the workers are not being given at present what 
really belongs to them [what is rightfully theirs], namely, creative force and a 
substantial part of the production, which they don’t get later, when Puerto Rico, 
though a paradise for the employers, will, on the contrary, be one more area of 
worker exploitation and the workers, divided and weakened, will never be a bar- 
gaining unit [‘“‘United Front’’] able to collect what belongs to them [is rightfully 
theirs]. 

(3) The Federal and insular wage should be brought into line, in the sense 
that all industries producing for the insular or interstate market should pay 
the same wage, Federal as well as insular, so as to avoid two wages being paid 
in the same plant and also to avoid employer threats to fight the wages approved 
by the committee. 

(4) With respect to wages, we recommend for the sugar industry a wage 
of not less than 75 cents per hour and of $1 in the weaker sector. In the needle 
industry, where exploitation is greatest, a wage of not less than $1 should be 
paid. Insum, no industry should pay a lower wage than 75 cents and next year, 
if the industry is in operating condition, it should automatically proceed to pay 
$1 per hour. 
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(5) We ask that the system of appointing committees to recommend wages 
be abolished and that instead a specific Law be passed, in order to avoid what 
happened with the committee that made an investigation of the tile [ceramics] 
industry which, instead of increasing wages, lowered them from 40 to 40 [cents or 
percent?], to the prejudice of quite a number of workers. In view of the grow- 
ing number of construction jobs at the present time, demand has become greater. 

(6) We believe, and it is highly important that the dualism existing in Puerto 
Rico should be done away with, which deeply affects productivity, creates dis- 
couragement and confusion, and paralyzes labor. At present, Puerto Rico has 
two constitutions, two wage and hour laws, two departments of labor, function- 
ing in the same industry, and two labor relations boards, which has brought con- 
fusion and disorientation into the worker class. In this specific case we are 
endorsing the insular board, as it is better equipped to cope with our Puerto 
Rican labor interests. Meanwhile, the situation is [the fact remains] that 
we have only a divided, bogged down, and exploited worker class which, instead 
of cooperating in our [country’s] dynamic and creative effort, is in the grip of 
exploitation and misery. 

These are our points of view which we wish to explain to your committee. 


Xx 








